



Supreme Court of App·eals of Virginia 
AT RICHMOND. 
PEOPLES NATIONAL BANK OF ROOKY MOUNT 
vs. 
N. MORRIS. 
· '(ro the Honorable Judges of the Supreme Cou.rt of .Appeals 
of Virginia: 
Your Petitioner, the Peoples National Bank of Rocky 
Mount, respectfully represents unto your Honors that it is 
!greatly aggrieved by a decree pronounced by the Circuit 
iOourt of Franklin County, on the 28th day of March, 1928, in 
~ a certain cause, on the chancery side thereof, in the name 
and style of Jolin P. Lee, Trustee, vs. N. Morris and others, 
both Petitioner and the said N. Morris being defendants in 
the said suit. A transcript of the record of the said cause is 
~lled as a part of this petition, and the following assign-
ments of error are made: 
STATEMENT OF THE CASE. 
On the .16th day of June, 1926, the Farmers Mercantile 
~Company, Incorporated, executed its deed of assignment to 
John P. Lee, Trustee, conveying all of its assets to secure all 
of its 'creditors ratably (page 5 of the transcript of record). 
Among the assets granted was store furniture; a large brick 
store house on west· side of Main Street, in Rocky Mount, 
'Va., subject to a prior deed of trust on the same property, 
dated on June 1st, 1920, admitted to record on the 2nd day 
of June, 1920, (see pages 44-47 of record); a frame store 
house and lot, lying on the east side of Main Street, in Rocky 
Mount, V a., subject also to a prior deed ·of trust on the same 
property. 
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The Trustee in the deed of asignment proceeded to execute 
the trust by making sale of all of the property embraced in 
the deed, on the 24th day of July, 19·26, selling the frame store-
house, on the East .side of Main Street, under both th~ deed 
of assignment and the prior deed of trust, dated on the 
~4th of April, 1922, in which there was the same Trustee. 
The large brick storehouse on the west side of Main .S.treet 
had already been sold on the lOth day of July, 1926, by. the 
Trustee named in the deed of trust of June 1st, 1920. 
The amount realized from the property sold under the 
deed of assignment amounted to $5,219.11, including rents 
rcollected. . 
A questi·on arising as to the priorities of some of the claims 
of creditors under the deed of assignment, and as to the 
validity of others, in September, 1926, the Trustee in the 
deed of assignment filed his bill alleging these claims, and 
asking that the Court :fix the priorities, if any, of the claims, 
the amounts due each creditor, and for the guidance of the 
Oourt in the disbursement of the funds in the hands of the. 
Trustee. · 
Among the questions asked to· be settled by the Court was 
the claim of N. Morris that he had a preferred debt upon the 
fund in the hands of the Trustee for the amount of one year ''s 
rent (less ten days), paid in advance for a part of the brick 
storehouse lying on the west side of Main Street, the total 
amount of his claim being $1.,80~.34. The ·only contrQY~M 
b~e Court no~ is to this c aim, all other matters hav-
-- ;/ i «.~ifay of '~·~t;~e~:~;~~' a decree was entered in 
{// the suit of John P. Lee, Trustee, against N. Morris and oth-
ers, directing B. A. Davis, Jr., a Special Commissioner of 
the Court, to take an account of all indebtedness secured in 
the deed of assignment made by the Farmers Mercantile Com-
pany, Inc., to John P. Lee, Trustee, stating them in the or-
der of their priority. 
The Special Commissioner reported that N. Morris was 
entitled to participate in the funds as a general creditor, and 
.to this :finding of the Commissioner N. Morris, by counsel, 
ffi·led his exception, the exception being incorporated in an 
answer of the said N. Morris, :filed by leave of Oourt, on the 
25th day of June, 1927 (page 24 of the record). This an-
swer was prayed to be taken as a petition filed in the said 
cause, and was :filed nine months after the filing of the bill,. 
and six months after the filing of the account taken by B. A. 
Davis, Jr., Special Commissioner. · · 
At this point it may be well to state the facts showing the 
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iconnection in which Petitioner, the Peoples National Bank 
of Rocky Mount, Virginia, became interested in the contro-
versy, and its claim to a share in the funds in the hands of 
the Trustee in the ·deed of assignment. 
On the 2nd day of June, 1926, the First National Bank of 
iRocky Mount, Virginia, ·as party of the first part, entered 
into a contract with the Peoples National Bank of . Rocky 
Mount, Virginia, as party of the second part (page 40 of the 
·record) reciting that 
''Whereas, the party of the first part finds itself embar-
rassed in meeting its current demands and obligations, by. 
reason of its inability to realize the necessary funds on its 
assets, and is desirous of effecting a:Q. agreement by which its 
depositors may be paid without delay, and without the cost 
and inconvenience of a receivership; and 
Whereas, the party of the second part, in order to avoid 
the financial distress and inconvenience to the said deposi-
tors in the said First National Bank, and to promote the 
business interests of the entire community, has agreed, pro-
vided it is fully indemnified, and upon certain stipulations 
hereinafter specified, to assume all liabilities as shown by the 
books as of this date, except those to shareholders, and pay 
off the depositors of the party of the first part as hereinafter 
~hown; 71 
And thereupon it was agreed between the parties, in con-
sideration of the premises, and five dollars, that the party 
of the first part sells, transfers, assigns and delivers to the 
party of the second part, all of its assets, and agreed further 
to execute and deliver to the party of the second part in the 
agreement, contemporaneously with the signing of the said 
agreement, certain bonds executed to the party of the second 
part, by the directors of the party of the second part, aggre-
gating $100,000.00, to indemnify the party of the second part 
from any loss or damage by reason of the liabilities. it as-
sumes under the said contract. 
Section IV of the agreement provides specifically as to 
what liabilities the party of the second part is to pay: 
(a) All debts due the United States, and all taxes for ·which 
the party of the first part is liable ; 
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(b) All necessary and proper expenses incident to the 
transferring of the business, etc. 
(c) Amounts due depositors of the parties of the first part 
as called for, taxes, expenses, etc. 
Section IV of the contract provides that the party of the 
second part assumes no other liabilties than that therein ex-
pressly provided for . 
.Section V provides as to the balance left in the hands of 
· the pa.rty of the second part after paying off the liabilities 
assumed, and the disposition to be made thereof. 
Section VII provides for final settlement within five years . 
. The indemnifying bonds were given in accordance with. the 
contract. ' · 
The liabilities assumed by the Peoples National Bank of 
Rocky Mount amounted to about one million of dollars. (See 
deposition of ·C. J. Davis, and Exhibit "2" found on page 63 
of record). So that the said Peoples National Bank was a 
purchaser for value of the assets transferred to it, at the 
sum of about one million dollars, and it became so on the 
2nd of J nne, 1926. At the time of the transfer of the assets 
to the Peoples National Bank it had no notice whatsoever of 
the claim of N. Morris. (S'ee depositions of C. J. Davis., N. 
P. Angle and R. A. Prillaman). 
The Farmers Mercantile Company, Inc., being indebted to 
the First National Bank of R,ocky Mount on the 2nd of June, 
1926, the date of the said contract transferring its assets to 
· Petitioner, the Peoples National Bank of Rocky Mount, Pe-
titioner, at once became entitled to said claims, by virtue of 
the transfer and assignment to it, proved its. claims before 
B. A. Davis, Jr., Special Commissioner, who reported same 
in the account above referred to as belonging to Petitioner, 
and the fund in the hands of the Trustee paying 11.8 per cent 
of the claims of the general creditors, the share of Petitioner, 
as assignee of the First National Bank, amounted to $1,641.41, 
and the pro rata share of N. Morris therein, as general credi-
tor amounted to $213.38. (See report John P. Lee, Trus-
. tee, page 76, of record.) 
In his answer, N. Morris, in explanation of his failure to 
file the answer sooner, stated that he had appeared before 
the Commissioner taking the accounts theretofore ordered, 
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and verbally stated his claim as to the prio:rity of his debt 
to other debts sought to be set up in the case. The bill was 
filed by the Trustee because of the claim made by him that 
his debt was preferred, and so far as he was concerned, to 
get the Court to decide whether he was a general creditor, 
or a preferred creditor, a11d not to settle a controversy be-
tween him and a co-defendant, on matters unrelated to the 
case set up in the bill. The bill filed by the Trustee was. to 
settle what claims were secured in the deed of assignment, 
and their priorities. Up to the filing of N. Morris' answer, 
which he asked to be treated as a petition in the. cause, he 
was claiming that his claim was preferred to that of all the 
creditors secured in the deed of assignment, except those, 
of course, who had obtained liens antedating the deed. No 
where in his deposition (see page 11 et seq. of record) did 
he intimate that he was claiming a lien only on that part of 
the fund embraced in the pro rata share of the Peoples N a-
tional Bank. 
By his answer, asked to be taken also as petition, N. Mor-
ris shifted his claim, receded from his former position that 
his claim was a preferred debt, and elaimed that it was pre-· 
ferred only as to the claims of Petitioner. (See page 28 of 
record.) He alleg·ed, to substantiate this claim, that W. R. 
Davis was Cashier of the First .National Bank, and also 
President of the Farmers Mercantile Company, and as such 
President of the Mercantile Company had authority to col-
lect rent from him, and did collect rent in advance for the 
store leased by Morris for the year from July 1st; 1926, to 
.July 1st, 1927; that at the time Davis collected the rent he 
knew that the building was under a deed of trust, and the 
property was a short time thereafter, to-wit, on the lOth day 
of July, 1926, sold under the deed of trust; that Davis used 
· the rent collected by him to pay either his own debts or the 
debts of the Farmers Mercantile Company to the· First Na-
tional Bank; that this was a fraud upon Morris, and that as 
the First National Bank received and retained the fruits of 
the fraud of which it had notice-notice to the Cashier of the 
Bank being notice to the Bank-and the Peoples National 
Bank also having notice of the fraud committed upon him, it 
was liable for the fraud, and that he, the said N. Morris, had 
a lien on that share of the fund which would otherwise have 
been the pro rata share of the Peoples National Bank in the 
fund in the hands of the Trustee in the deed of assignment 
of Farmers. Mercantile Company, and that further he was 
entitled to a judgment against the Peoples National Bank 
for any balimce then remaining due him, after crediting what 
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he should receive from his own, and the pro rata share of 
the Peoples National Bank in the fund in the hands of the 
Trustee. 
The facts as proved relating to the collection by W. R. 
Davis of rent in advance from Morris are as follows : 
On May lst, 1926, W. R. Davis, the President of the Farm-
ers Mercantile Company, and the officer having the right to 
collect rent of a storehouse leased to N. Morris, collected by 
check from Morris for $1,150.00, rent in advance to the 1st 
day of January, 1927. W. R. Davis was also Cashier of 
the First National Bank of Rocky Mount. Then, either on 
the day before the bank closed, or on the day it closed, Da-
vis, President of the Farmers Mercantile Oompany, again 
approached Morris, and- requested him to pay rent in ad-
vance from January 1st, 1927, to July 1st, 1927, which Morris 
arranged by giving his note, which note, according to the 
testimony of Morris, is held by one Buck Powell, and accord-
ing to the testimony of ·W. R. Davis (page 66 of the record) 
was for $900.00, was cashed by Powell, and that cash placed 
to the credit of the Farmers Mercantile Company, in the 
First National Bank, and it further appears from deposition 
of W. R. Davis that the cash so deposited was $846.50, June 
2nd, 1926. Davis also says that he gave a discount in con-
sideration of the rent having been paid in advance, and that 
such discount was more than 6 per cent, though he did not 
remember the exact amount. 
Morris states that "\V. R. Davis requested him to pay the 
rent in advance because he needed the money, and when asked 
·why he paid the rent in advance, he answered (page 15 of 
record): 
"Because W. R. Davis has always helped me, and he needed 
it, and I was a friend of his and I had it on advance.'' 
There were no false statements, or any deceit, u~ed in ob-
taining the payment of the advance payments on rent; the 
First National Bank of Rocky Mount had no interest what-
soever in the lease to Morris, nor in the collection of the rent 
from him, and in the transaction of this collection of rent 
in advance, W. R. Davis was acting solely in his capacity as 
President of the Farmers Mercantile Company, and in no 
way for the Bank. It is not claimed that either the First 
National Bank of Rocky Mount, or the Peoples National Bank 
of Rocky Mount, had any actual notice of the· transaction 
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until after the 2nd day of June, 1926, at which date the Peo-
ples National Bank of Rocky Mount became the purchaser 
of all of the assets of the First National Bank. On May 1st, 
1926, when the cheek of $1,150.00 for the advance rent to Janu-
ary 1st, 1927, was given by Morris, and deposited in the 
First National Bank to the credit of the Farmers Mercantile 
Company (see Exhibit 11, page 72 of record), there is noth-
ing in the evidence to put the said Bank on any notice as to 
any fraudulent transaction, and, as shown by same Exhibit 
11, all of the deposit was immediately checked out. (Note-
This deposit of $1,150.00 appears in Exhibit 11 as having 
been made on April 30th, 1926, and, therefore, the check, 
though dated May 1st, must have been given the day before.) 
(If this is not true, then the collection of the rent of May 
1st did not go through the First National Bank at all.) 
As to the collection of rent £or the last six months, that is 
from January 1st, 1927, to July 1st, 1.927, the uncontradicted 
evidence of W. R. Davis (page 66 of the record) is, that 
Morris gave a note for nine hundred dollars, that one Powell 
cashed the note, and that money was deposited to the credit 
of the Farmers Mercantile Company, and this money was 
also checked out immediately, as shown in E.xhibit 11, page 
66, of record. In the first part of his deposition W. R. Davis 
states that the rent in advance thus collected was used to pay 
the indebtedness of the Farmers Mercantile Company to the 
First National Bank, and on cross examination that he had 
previously paid such indebtedness from the Farmers Mer-
cantile Oompany to the Bank, and had used it to reimburse 
himself, that to get the money to pay the indebtedness of 
the Farmers Mercantile· Oompany to th,e Bank that he had 
been forced to borrow from the -Bank, and that all of the 
money which he. collected from Morris ha!f gone to the Bank. 
The demurrer to the petition: should have been sustained 
on the ground that N. Morris had no lien on that part of the 
general fund to which the Peoples National Bank was entitled 
as its pro rata share, and that was the only condition under 
which he could have had a right to file his petition claiming 
it. He was certainly not the owner of that part of the fund, 
and equally certain that he had no lien on it. Had he, in 
·an independent suit or· action, obtained a judgment ag~inst 
the Peoples National Bank of Rocky Mount, had execution 
issued thereon, placed in the hands of the sheriff, and claimed 
his lien on the fund by virtue of his execution, then it would 
have been a proper case for the filing of a petition. But 
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having no lien, it was not proper for the court to allow Mor-
ris, by petition, to bring an independent suit against a co-
defendant, and litigate the case set up in the petition with 
such co-defendant. The petition made an entirely different 
case from that of the original bill, which was merely .to fix 
the ·validity of the claims of the various parties claiming 
liens against the funds in the hands -of the Trustee, and the 
priorities of such liens. These liens and priorities were es-
tablished, and among the general creditors were N·. Morris 
and the.Peoples National Bank, the pro rata s-hare of the one 
being $213.38, and the other $1,6'41.97. Right there, the pur-
pose of the suit was accomplished, but under the petition an 
entirely different controversy was ·litigated between the tw() 
co-defendants, Morris claiming that he had been defrauded 
out of $1,808.34 by W. R. Davis, for which amount the Peoples 
National Bank was liable to him, and the court, in its decree 
complained of, held that the··Peoples National Bank was 
·liable to Morris, and proceeded to give. judgment against the 
Peoples National Bank for the full amount of Morris' claim~ 
with interest thereon, after crediting the same with $213.38-
paid Morris by the l!,armers Mercantile Company. 
If Morris, therefore, had any ·claim against the Peoples 
Nation"al Bank, it was a purely legal one, and having a clear 
remedy at law, it was necessary for him to proceed in that 
forum. But whether his claim was legal or equitable, Morris 
had no. right to substitute a petition in a suit brought for 
another purpose, for an independent suit brought directly 
against the Bank. 
Barton's Chancery Practice (third edition), Chapter 16, 
·beginning at page 294, discusses the cases in which petitions 
can be filed, but neither ·the text, or, the cases cited, authorize 
the filing of a petition in a case like the one at bar. 
Tohe Circuit Court of Franklin County should, therefore, 
have sustained the demurrer to the petition, and dismissed 
it. 
The Court erred in deciding that W. R. Davis committed 
any fraud against N. Morris by collecting rent in advance 
for one year on his (Morris') lease from the Farmers Mer-
cantile Company. 
The first collection, amounting to $1,150.00, was collected 
on May 1st, 1926, and was rent from that day to January 1st, 
-1927. As stated by Morris in his deposition, .Davis was his 
friend, and had been kind to him; Davis told him that he 
needed the money to straighten up indebtedness of the_ Farm-
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ers Mercantile Company; that he (Morris) had the moneyr 
and let Davis have it. There we·re no representations made 
that were untrue. It is true that Davis did not mention the 
deed of trust on the building, but this deed of trust was of 
record. Morris had been renting the property for a number 
of years, and Davis had no reason to believe that Morris 
was not aware of the existence of the deed of trust. There 
was nothing in the transaction going to show fraud on the 
part of Davis. Davis was introduced as a witness by N. Mor-
ris, and stated, and his statement is nowhere contradicted, 
that he made no untrue representations whatsoever. Of 
course Morris expe0ted to continue to occupy the building 
until January 1st, 1927, when he paid the rent in advance up 
to that date, and Davis, of oourse, expected him to hold it up 
to that date, but, unfortunately, there being a prior deed of 
trust lien -qpon the property, it was sold on July 10th, 1926, 
and the property went into other hands. 
Again, on June 1st, 1926, Davis went to Morris, his friend, 
and told him that he needed more money, and collected rent 
in advance f;rom January 1st, 1927, to July 1st, 1927. This 
was done by Morris giving his note for $900.00, which he sold 
to one Buck Powell, and the money received from it, amount-
ing to $846.50, was turned over to Davis. These sums were 
placed in the hands of Davis by his friend, N. Morris, for the 
·purpose of using it in any way that he· saw fit. These two 
sums were not obtained by any false representation, but, to 
the contrary, Davis frankly told Morris on each occasion the 
use that .he expe_cted to make of the funds. The only con~ 
1cealment on the part of Davis which can be suggested is that 
he did not mention the fa:ct that the prior deed of trust was 
against the property leased, and that under that deed of trust 
it mig·ht be sold at any time. As above stated, this deed of 
trust being of record, and Morris having been in possession 
under his lease,· and his prior lease, for a period shortly after 
the execution of the deed of trust, it is hardly conceivable 
that he did not have actual knowledge of the existence of the 
deed and, therefore, of. the prior lien. Morris, in his deposi-
tion (see page 16 of record) seemed to base his claim upon 
the following state of faets: "They sold rrie something they 
didn't deliver, that's the reason why I ought to have prior 
claims.'' · 
The Court erred in deciding that notice to W. R Davis, 
under the circumstances, was notice to the First National 
Bank, if indeed Davis was guilty of committing any fraud 
upon N. Morris. 
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In the transaction of collecting the rent in advance from 
:N. Morris, Davis acted as President of the Farmers Mer-
cant~le Company, and the fact that he happened to be also 
at the same time Oashier of the First National Bank would 
not be notice to the Bank. . The Bank had no interest· in the 
store leased to Morris, though it was, along with others, in-
terested in some notes secured by a deed of trust on the build-
ing in which the store leased to Morris was located. The 
Hank had nothing to do with the leasing of the property to 
Morris, nor with the collection of the rents. Davis was act-
.ing, and making the oollec.tion, as an officer of the Farmers 
Mercantile Company, he being President, and in doing so his 
acts were in no way connected with his duties as Cashier, 
and the Bank, therefore, would not be charged with his knowl-
edge. Baker vs. Berry Hill Mineral Springs Compa;ny, 112 
Virginia 280, 71 S. E. 626. Martin vs. South Salem Land 
Company, 94 Virginia 58, 26 S. E. 600. 
- The collection made May 1st, 1926, of $1,150.00 was placed 
to the credit of the Farmers Mercantile Company, in the Firs.t 
National Bank, and promptly checked out; the second col-
lection of $846.50 was also placed in the First National Bank, 
and at once checked out, leaving a balance to the Farmers 
Mercantile Company's account in the Bank of 32c, as of the 
end of the day June 2nd, 1926, as shown on Exhibit 11, page· 
72 of record. 
There was nothing to bring home to the Bank notice of any 
fraud. The First National Bank then, on June 2nd, 1926, 
transferred and assigned to the Peoples National Bank of 
Rocky Mount, Virginia, all of its asse.ts and, therefore, of 
course, had no further command over them -after that time. 
It cannot be said truthfully that the First National Bank 
either had notice of any fraud on .the part of Davis, or that 
it accepted the fruits of that fraud, as it had no interest in 
the lease to Morris, or the rents growing therefrom. It has 
in no way by any of its acts ra.ti:fied the act of Davis in col-
lecting the rents in advance,.and the mere fact that the rents 
eollected, or the . money received for the rents, was placed 
in the First National Bank, to the credit of the Farmers 
Mer·cantile Company, and paid out by its checks, whether it 
was f.or money owing1 by the Farmers Mercantile Company· 
to the Bank, or to other persons, is no such acceptance of the 
benefit of a contract between the Farmers Mercantile Com-
pany and N. Morris as would require it to refund money 
which had gone through this bank in its usual course ·of busi-
ness. · 
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The Court erred in holding that Petitioner, the Peoples 
National Bank of Rocky Mount, Virginia, is liable to N. Mor-
ris, even though the transaction of collecting the rent in ad-
vance under the circumstances was a fraud upon N. Morris, 
and that the First National Bank was responsible for the 
fr.aud, and liable to N. Morris. 
The Cour.t, by its decree complained of, recites that Davis 
committed a fraud upon Morris; that the First Nat~onal Bank 
had notice of the fraud, and, therefore, liable to Morris, and 
that Petitioner also had notice of said fraud upon N. Morris, 
and that by reason of the facts disclosed by the evidence in 
the said cause occupies no higher ground than the First N a-
tional Bank of Rocky Mount, but stands as to the clrum of 
N. Morris in like position, and is liable to said Morris for 
the sum claimed, and thereupon proceeded to give judgment 
against Petitioner for the sum of $1,808.34, with interest 
from the 1st day of July, 1927, subject to a credit of $213.38. 
Petitioner submits that the statement in the decree that 
Petitioner had notice of said fraud upon N. Morris by the 
said W. R. Davis is absolutely not borne out by the facts, that 
there is not a scintilla of evidence to support this allegation. 
The fact that the Peoples National Bank had no notice is 
fully proved by the depositions of 0. J. DaVis, Cashier of 
the Peoples National Bank, N. P. Angle, President of the 
Peoples National Bank and R. A. Prillaman, Vice-President of 
the First National Bank, all of whom were parties who would 
have known had any such notice been given to the Peoples 
National Bank, or its officers, and Petitioner was certainly 
a bona fide purchaser f.or value of the assets of the First Na-
tional Bank, as shown above in the statement of the facts of 
the case, it having assumed the indebtedness of the First 
National Bank, amounting to about One Million Dollars. 
The only attempt to show any notice ·On the part of Pe-
titioner was tq show that af.ter June 2nd, 1926, when it be-
came a purchaser for value of the assets of the First National 
Bank, that N. Morris told N. P. Angle, President of the Peo-
ples National Bank, that he had paid W. R. Davis the rent in 
advance above mentioned, and that this rent paid his lease 
up to the first day of July, 1927. Since this notice was after 
the date of the contract of June 2nd, 1926, of course it was 
no notice to Petitioner before the purchase of the assets. 
In fact, the Circuit Court of Franklin County does not by 
its decree -attempt to set aside the contract of June 2nd, 1926, 
by which Petitioner purchased the assets of the First National 
Bank, and took possession thereof, but proceeds to give judg-
ment against Petitioner in favor of Morris on the ground 
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that Morris had been defrauded by Davis, Cas·hier of the 
First National Bank, making ·the First National Bank liable 
on that account as: having received the fruits of the fraud, 
and making Petitioner liable because it had notice of the 
fraud. It seems to proceed upon the assumption that the 
alleged debt to Morris was one of those assumed by the 
Peoples National Bank under its contract with the First 
National Bank. An inspection of the contract itself fully re-
futes this assumption. The debts of the First National Bank 
assumed by the Peoples National Bank are clearly and dis-
tinctly set out in the contract, and do not include such a claim 
as that set up by N. Morris. 
If the contention of N. Morris is sustained, any claim · 
which might be asserted against the First National Bank, 
whatever its nature mig·ht be, could be asserted against Pe-
titioner, whereas the limitations as to the assumption of the 
indebtedness of the Peoples National Bank is clearly limited 
to those debts mentioned in the contract itself, and does not 
extend to any such claim as tha.t set up by N. Morris. 
The arrangements by which the Peoples National Bank 
purchased and took over the assets of the First National 
Bank was in no way a consolidation of the two banks, but 
was merely a transfer for value of the assets of the one bank 
to the other, upon the consideration of the Peoples National 
Bank paying off the obligations of the First National Bank, 
amounting to about One Million Dollars. While some of the 
questions of counsel for the defense, and some of the wit-
nesses speak of the transactions as the ''Bank consolida-
tion", of course this does not in fact make it a consolida-
tion, nor the obligations of Petitioner become that of a con-
solidated bank, but, as shown by the contract itself, as stated, 
there was nothing in the transaction akin to a. bank consoli-
dation, but merely a transfer of the assets of one bank to 
the other, upon certain considerations, and the contract it-
self determines all the rights between the parties. 
The petition of N. Morris does not deny .the bona fides of 
the transaction by which the assets of the First National 
Bank were transferred to the Peoples Na.tional Bank,· nor 
atteD;J.pt to set aside the same in any respect; in fact, it ex-
pressly alleges that the said assets have been duly trans-
ferred and assigned to the Peoples National Bank, but er-
roneously alleges that it was with the express agreement that 
the Peoples National Bank should assume all the liabilities 
of the First National Bank, whereas the liabilities which it 
assumed were expressly limited by the contract itself, and 
eliminates any such claim as that of N .. Morris; nor was the 
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indemnifying bond of One Hundred Thousand Dollars, which 
was taken upon the execution of the agreement, taken for any 
other purpose than that named in the contract-to indemnify 
Petitioner from any loss or damage by reason of the liabili-
ties it assumed under the contract. 
It is very evident from the contract itself, and from the 
evidence taken in the case, that Petitioner assumed the burden 
placed upon it under the said contract of June 2nd, 1926, to 
avoid the financial distress and inconvenience to the deposi-
tors of the First National Bank, and to promote the business 
intereStts of the entire community, and not for the purpose 
of a bank consolidation, and under the circumstances, it could 
not have assumed any greater liabilties than that which it 
assumed under the contract of June 2nd, 1926, for to have 
assumed the payment of claims similar to those asserted by 
N. Morris, would jeopardize the solvency of the Peoples Na-
tional Bank itself, for if it is liable to N. Morris because 
W. R. Davis, President of the Farmers Mercantile Company 
fraudulently collected rent in advance, with which he paid in-
debtedness to the First National Bank, then it would be liable 
on such a debt to any person who was fraudulently induced 
to pay money to another; who thereupon took the money to 
the First National Bank, and paid off his indebtedness to the 
Bank. 
For the foregoing reasons, and others apparent upon the 
face of the record, Petitioner respectfully prays that an ap-
peal and supe·rsedeas may be allowed to the foregoing decree, 
and that the same may be reviewed and reversed. 
R.espectfully, 
PEOPL.E:S' NATIONAL BANK OF ROOKY MOUNT, VA. 
· By Counsel. 
LEE & LEE; 
Attorneys for Appellant. 
I, John P. Lee, an Attorney practicing in the ·Supreme 
Court of Appeals of Virginia, do certify that in my opinion 
there is error in the decree complained of, in the foregoing 
petition of the Peoples National Bank of Rocky Mount, for 
which the same should be reviewed and reversed. 
JOHN P. LEE. 
14 Supreme Court of Appeals of Virginia. 
Appeal allowed and supersedeas awarded. Bond $500.00. 
HENRY W. HOLT. 
To the Clerk Supreme Court at Richmond. 
Received .......... . 
H. S. J. 
VIRGINIA: 
Pleas before the Ron. Jno. M. Hart, Judge of the Cor-
poration Oourt of the City of Roanoke, Va., acting for P. 
H .. Dillard, Judge of the Circuit 'Court of Franklin County 
at the Courthouse on Wednesday, the 28th day of March, 
1928. 
Be it remembered that heretofore, to-wit: 
At Rules held in the Olerk's Office of Franklin Circuit 
Court on the 3rd Monday in ,September, 1926, came Jno. P. 
Lee, Trustee, and filed his bill in chancery against N. Mor-
ris and others which bill is in the following words and figures, 
to-wit: 
BILL. 
To the Honorable P. H. Dillard, Judge of the Circuit Court 
of Franklin County: 
Humbly complaining showeth unto your honor y~mr orator, 
that John P. Lee, Trustee, that on the 24th day of April, 1922, 
the Farmers Mercantile Company, Incorporated, conveyed 
to him as trustee its store house and lot lying on the East 
side of Main Street in the town of Rocky Mount, Virginia, 
to secure a note executed by it to J. N. Montgomery, Jr., for 
the sum of $1,500.00, bearing date on the 24th day of April, 
1922, and payable on demand, all of which and more fully at 
large will appear hy the said deed of trust which is duly ad-
mitted to record in the Cierk's Office of Franklin County on 
the 29th day of April, 1922. ·Tha.t after that time, to-wit, on 
the 16th day of June, 1926, the said Farmers Mercantile 
Company, Incorporated, executed to your orator as trustee 
its deed of assignment, conveying all of its property, includ-
ing the said storehouse and lot, subject of course to its pre-
ceding deed of trust to secure all of its creditors equally, all 
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of which and ni.ore fully and at large will appear by a copy 
of the said deed of assignment which is filed as a part here-
of, and which was duly recorded on the day of its date in the 
Clerk's Office of Franklin County. 
That your orator advertised the said properties of the 
Farmers Mercantile Company for sale on the 24th day of 
July, 1926, advertising the said storehousQ on the east side 
of Main Street in R-ocky Mount under both of the said deeds 
of trust, a copy of the said advertisement is filed 
page 2 } as another part hereof . 
. T.hat the said storehouse brought . $3,500.00 
That a.U the other property, consisting of store fur-
niture, etc., brought 1,600.00 
Collected from Rocky Mount Drug Store, rent 96.45 
Collected from J. H. Brown, rent 22.66 
$5,219.11 
That your orator paid to J. N. Montgomery, Jr., the said 
note and interes,t $1,882.50, leaving a balance of $3,336.61 in 
his hands. That your orator has paid out taxes an.d a part 
of the eosts as follows: 
·Paid taxes on frame building 
Paid balance of taxes on Frame building 
Paid Town taxes, 1925 
:Paid tax on brick building, state 
Paid 2/3 tax, 1926, 
Paid 2/3 town tax, 1926 
Paid J.P. Lee, on trustee's commissions 
Paid Hand bills 
Paid postage and registration fees 











and will also owe Commissioner of Accounts for settling same 
and for drawing deed of assignment $100.00 and balance of 
commissions and there will be other costs. 
It will be observed from the copy of the said deed of as-' 
signment that all of the indebtedness of the said corporation 
was thereby intended to be secured, not only those items par-
ticularly named, but all other indebtedness, That there has 
been filed with your orator the following claims against the 
said corporation, claiming to come within the security of the 
said deed of assignment : 
1·6 Supreme Court of Appeals of Vi~ginia. 
1. First National Bank of Rocky Mount, Va., all of 
whose claims have been transferred by it to thE! 
Peoples National Bank, as follows: 
1926, May 14, check of Farmers Mercantile Co .. 
I > 
to First Nat '1. Bank of Ferrum, Va. · $ 65.50 
1926, May 19, check of Farmers Mercantile Co., 
payable to S. · R. Ashworth 
1925, Dec. 21st, note of J. R. Foster, payable 6 
8.33 
months after date to First National Bank $5,530.00 
Note: This is a ·note of J. R. Foster, but is se- · 
cur~d in the deed of assignment as the corpora-
tion's note, and is daimed by the said F-oster to 
have been given by him for accommodation to 
said corporation. 
1926, April 2, note of Farmers Mercantile Co., 
Inc. by J. R. Foster, S'ec., payable 60 days 5,500.00 
1925, Aug. 22, note of R. J. Kendrick, payable 
one year after date 2,000.00 
Note: R, J. Kendrick claims this is an indebted-
ness of the said Farmers Mercantile Company, 
Inc., and the same is mentioned specifically in 
the deed of assignment. 
2. Note of same to First National Bank of Ferrum, 
which be3:rs interest from July 13, 1926 1,550.00 
3. Franklin Land & Investment Company, insur-
ance on property 19·5.00 
check of same, July 28th, 1925 250.00 
page ·3 }- 4. National Motor 'Company, balance of 
account $ 3.50 
5. Main Street Motor Company, account 5.25 
6. Light &. Power Company, account 35.88 
7. Bald Knob Furniture Company 29.32 
8. W. C. Smithers, a<!Count 29.05 
9. C. F. Hudson, balance on note 318.27 
10. First National Bank, balance on note 422.40 
11. Rocky Mount Drug Store, balance on. note 280.95 
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; 12. W. R. Davis, note held by 1st National Bank, bal. 
on same 227.36 
13. Balance on J. R. Foster note held by First N a-
~al.B~ n~ 
14. Balance on I. G. Lee note (N. G. Carper note) 281.38 
15. N. Morris' account for advance rent paid from 
July 1st, 1926, to July 1st, 1927, $1,860.00, off 
1/3 of one month, $51.66, Balance 1,808.34 
16 .. J. N. Montgomery & Company; judgment, 
bearing interest from the 7th of June, 
1926 
Costs 
17. Rocky Mount Ice, Coal & Wood C'o., 
judgment 





Note: The two judgments above noted were ob-
tained before the deed of assignment, but to 
avoid bankruptcy proceedings, it was agreed by 
these creditors that they would accept under the 
deed of assignment, except that the costs ·Of ob-
taining each judgment should be paid as a prior 
lien. · 
18. Dillon and Poindexter Bros. account 





A claim of Foster Brothers & Company, Incorporated, for 
· $386.01, arose· under a contract ~ontained in a lease here-
with fhled, which authorized a partnership known as the• 
Banner Supply .Company, to make an additional to the store-
house, and in case the property was sold to anyone else to 
allow said partnership out of the purchase money the amount 
which said addition might cost them, all of which will more 
fully and at large appear from the said lease. The said Fos-
ter Brother·s & Company, Inc., claim to be assignees of this 
claim and that they are entitled to the same out of the pur-
chase money of the said storehouse. 
That however this may be, which your trustee is not ready 
18 Supreme Court of Appeals of Virginia. 
to admit, the said F'oster Brothers & Company, Inc., held the . 
.said storehouse under a rental of $25.00 per month for which 
they should account as payment of such claim. 
page 4 ~ That W. R. Davis, also, filed a check for $120.00 
of the Farmers Mercantile Company, dated Febru-
ary 2nd, 1926, which he claims to have paid off and another 
check for $91.75 dated January 15th, 1926, which he also 
claims to have paid off and a tax ticket for $222.08 which he 
claims to have paid off, which he claims is a debt to which 
he is eil!titled, and that he also paid $1,000.00 lowering floor 
and painting, etc., in the large brick building of the com- . 
pany which he files his claim as secured in said assignment. 
Your orator further shows that the said N. Morris claims 
that his debts above set forth is a preferred debt. It will, 
therefore, readily appear that your orrutor as trustee will 
need the guidance of this court in the settlement of the vari-
ous claims as above set forth, especially the claim of J. R. 
Foster that the note given and made by him upon which the 
said Farmers Mercantile Company nowhere appears, dated 
December 21st, 1925, payable six months after date to the 
First National Bank for $5,530.00 is a claim which should be 
recognized as secured under the said assignment; that the 
same may be said of the note of R. J. Kendric-k as above set 
out; also the claim of Foster Brothers & Company, Incor-
porated, for $386~01; and the claim of the said W. R. Davis; 
and while the claim of the said N. Morris appears to be one 
which should be paid ratably with the other claims your 
orator denies that it has any prior lien or preference. 
In consideration whereof your orator prays that all of the 
above named creditors enumerated be made parties defend-
ant to this suit and required .to answer this bill, but answer 
under oath is waived. May the funds arising out of the deed 
of assignment be administered under the directions and or-
ders of this court and may this court settle the validity of 
the claims of the said creditors and their claims, if any, to 
preference over general creditors or to any superior lien. 
May all proper accounts be ordered and taken. Grant writ 
of summons, and such other further and general relief as 
the nature of this case may require, and .to equity may seem 
meet. And your orator will ever pray, etc. 
JOHN P. LEE, Trustee. 
By Counsel. 
C. C. LEE, p. q. 
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page 5 ~ EXIDBIT 
This deed made this the 16th day of June in the year 1926, 
between the Farmers Mercantile Company, Incorporated, a 
corporation duly chartered and organized under the laws of 
the state of Virginia, party of the first part, and John. P. 
Lee, trustee, party of the second part, 
WITNE.SSE·TH: 
That whereas, at a meeting of the Directors of the party 
of the first part, duly called and held on the 16th day of June, 
1926, the following resolution was unanimously adopted: 
"Whereas this corporation is unable to meet its obliga-
tions as they mature, and creditors are reducing their claims 
to judgment, to prevent some of its creditors from obtaining 
priority over others, to protectr all of such creditors equally, 
and, as far as practicable, to secure the payment of the claims 
of aU creditors ratably, 
Be it therefore Resolved, that the President of the Com-
pany, be, and he is hereby authorized and directed to execute 
and deliver to John P. Lee, trustee, a deed of assignment un-
der the seal of the Company, attested by J. R. Foster as its 
Secretary, transferring and conveying to him all of the assets 
of the company, of whatever description, whether real or per-
sonal, in trust for the benefit of all of its creditors ratably, 
after the payment of the costs of the execution of this trust, 
and all debts having priority under the laws of this state, or 
the United States, or by reason of any valid lien securing 
the same; and the terms of such assignment shall be such as 
the· president may be advised are best adapted to carry out 
the purposes aforesaid." 
Now, therefore, in consid~ration of the premises, the party 
of the first part doth hereby grant and convey, with general 
warranty of title, unto the said party of the second part the 
following real and personal property, to-wit: 
1 six foot candy show case and 2 grocery bins or counters 
now in the store of Foster Brother and Co., Incorporated, in 
the town of Rocky Mount. 
1 mahogany finish roller top desk in National Motor Com-
pany, storehouse, in said town of Rocky Mount. 
20 Supreme Court of Appeals of Virginia .. 
1 grocery bin or counter in store of Beverley 
page 6 ~ Parish in said town. 
1 bench in First National Bank Building in said 
town. 
1 grocery bin or counter in Rocky Mount Drug Store Co .. 
in ~;laid town. 
13-8 ft. cases in store of N. Morris in said town. 
2-R ft. caReR over Raid store. 
2 wall cases with alcove mirrors in said store. 
1 wall case with alcove mirror in room over said store. 
1 lot of steel shelving in said store, and bench in same, and 
also all other tangible property of whatever kind not above 
enumerated of the party of the first part, and all claims, or 
debts, due to the party of the first part, if any, however the 
same· may be evidenced. 
Also the equity which the party of the first part may, own 
in the following two parcels of real estate, to-wit: 
In the large brick store house and lot on which same is lo-
cated, lying on the west side of Main S'treet in Rocky Mount, 
Va., fronting on the said street 74 feet, which was conveyed 
by the party of the first part to John P. Lee, Trustee, by deed 
of trust dated on the 1st day of June, 1920, and recorded in 
the Clerk's Office of Franklin County in Deed Book G, page 
46., and. 
In the frame storehouse lying on the eas.t side of Main 
,Street in the_ said Town of Rocky Mount in which Foster 
Brothers and Co. are now doing business, and which the party 
of the first part has heretofore conveyed to John P. Lee, as 
trustee, to secure a debt due J. N. Montgomery, Jr. and which 
deed of trust is of record in the clerk's office of Franklin 
County. 
Together with all other property of the said party of the 
!first part, whether real or personal, and wherever the same 
may be found. 
But upon the trust and for the purposes following, to-
wit: . 
That the said trustee shall at once take possession of the 
property hereby conveyed, and shall cause a complete in-
ventory thereof to be made, and shall at once advertise the 
sale of the said tangible personal property at public auction, 
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after at least ten days notice by printed hand bill, and he is 
also authorized to insert a notice of such sale in the news-
papers printed in Rocky Mount, the terms of such sale to be 
cash, and the said trustee shall collect any surplus that may 
be left over from the sale of .either or both of the said store-
houses after the payment of the creditors secured 
page 7 ~ therein and the costs of the execution of the trusts, 
and the ·said trustee shall collect any other claims 
or debts due the party of th~ first part, if any, and shall ap-
ply all of such collections ratably to debts owing by the party 
of the first part, which are as follows: 
To John R. Foster, Rocky Mount, Va. 
''The First National Bank of Ferrum, Va. note 
''Roland Kendrick, Rocky Mount, Va. 
"N. B. Hutcherson, Insurance 






"the creditors secured in the deed of trust to John P. Lee, 
trustee, dated June 1st, 1920, and recorded in Deed·Book G, 
page 46, any deficiency which may be due them after they 
are paid what may be realized .from the sale of the storehouse 
and lot conveyed in said deed of trust. 
To .T. N. Montgomery the amount of judgment recovered' 
by him. · 
'' Rocky Mount Coal and Ice Co. the amount of judgment 
recovered by them. 
subject to all proper corrections, or as established .by satis-
factory proof, it being the intention hereof to secure all 
claims justly due to all creditors and according to the true 
amount thereof, whether the same are specifically mentioned 
herein or not, or whether the true and correct amount of such 
indebtedness is correctly stated. or not; after having first 
paid the costs. and expenses of the execution of this trust, 
including the· costs of drawing and recording this deed, trus-
tees commissions· as fixed by law, and reasonable expenses 
and all debts having priority by law, .or by reason of any 
valid lien securing same. 
In testimony whereof, the party of the first part has 
·caused this deed to be executed on its behalf by W. R. Davis, 
. its president, under its corporate· seal, attested by J. R. 
Foster as its. secretary, and as witness the signature and 
22 Supreme Court of Appeals of Virginia. 
seal of the said party of the second part on the day and· date 
above written. 
FARMERS MERCANTILE COMPANY, 
INCORPORATED. 
. (Corporate Seal) 
Attest: 
By W. R. DAVIS, President . 
J. R. FOSTER, Secretary. 
JOHN P. LEE, Trustee. (-Seal.) 
page 8 ~ Virginia, 
Oounty of Franklin, to-wit: 
I, ··C. C. Lee, a N ota.ry Public in and for the County and 
State aforesaid, do hereby certify that W. R. Davis, Presi-
dent of the Farmers Mereantile Co., Incorporated, J. R. Fos-
ter, Secretary,- and John P. Lee, Trustee, whose names are 
signed to the writing above, bearing date on the 16th day of 
June, 1926, have acknowledged the same before me in my 
county aforesaid. Given under my hand this the 16th day 
of June, 1926. 
My commission expires 9/25/28. 
Va. 
Franklin County. 
C. C. LEE, 
Notary Public. 
In the office of the Clerk of the Circuit Court of the County 
of Franklin, this the 16th day of June, 1926. 
The foregoing deed with the certificate of acknowledgment 
thereon endorsed, was this day presented with certificate an-
nexed admitted to record a.t 8:30 o'clock A. M. 
Teste: 
T. W. CARPER, Clerk. 
And at another day, to-wit, at a Circuit Court held for· 
Franklin County, at the Court House, on October 11th, 1926, 
this decree was entered: · 
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John P. Lee, Trustee, 
v. 
N. Morris, et al. 
DECREE. 
In Ch'y. 
This day this cause which appears to have been regularly 
proceeded in at rules .and set for hearing, came on to be 
heard upon the bill of complaint and exhibits filed therewith, 
and was argued by counsel. 
On consid~ration whereof, the Court doth adjudge, order 
and decree that B. A. Davis, Jr., who is hereby appointed a 
special commissioner for the purpose, or some other ·com-
missioner in chancery of this court, do take, state and settle 
the following accounts: 
An account of all indebtedness secured in the deed of as-
asignment made by the Farmers Mercantile Com-
pa-ge 9 ~ pany, Incorporated, to John P. Lee, Trustee, and 
secured in the said deed of assignment, stating them 
in the order of their priority. And the said Commissioner 
is ordered to report anything else deemed pertinent by him-
self or required by a party in interest. 
REPORT OF COMMISSIONER. 
.Accounts taken after notice to all parties in interest, un-
der decree of the Circuit Court of Franklin County, Oct. 11, 
1926 . 
• Tohn P. Lee, Trustee, 
v. 
N. Morris, et al. 
',.1 . 
Your undersigned commisSioner (Special Commissioner) 
was directed to take an account of all the indebtedness se-
cured in the deed of assignment made by the Farmers Mer-
cantile Company, Inc., to John P. Lee, Trustee, stating them 
in order of their priority, and to report anything else deemed 
pertinent by your commissioner or required by a party in 
interest. Your commissioner reports the following accounts 
secured in the above mentioned deed of assignment as being 
prior: 
24 · · Supreme Court of Appeals of 'Virginia. 
PRJOR ~CLAIMS~ · 
1. Foster Bros. & Co., Inc. $373.51 
This claim is allowed as a prior claim ~m account 
· of a lease which i1s filed hetei:o., and which was 
duly recorded in the Clerk's Office of Frank-
lin County. 
2. J. N. Montgomery & Co. 3.30 
Cost of obtaining judgment against the Mercan-
tile Company. Agreement of creditors to share 
equally, but allowing the cost of said judg-
ment to be paid in full. 
3. Rocky Mount Ice, Coal and Wood Co. 3.30 
Same as above in No. 2. · 
The following creditors secured in the deed of assignment 
as general creditors. · 
· 1. First National Bank of Rocky Mount,' Va., all 
of whose claims have been transferred by it to 
the Peoples Natl. Bank as follows: 
1926, May 14th, check of Farmers Mercantile Co. 
to First N atl. Bank of Ferrum, Va. $ 65.50 
1926, May 19th, check of Farmers Mere. Co. to 
.S. R. Ashworth 8.33 
1925, Dec. 21, note of J. R. Foster, payable to 
First Natl. Bank 6 months after date: Note, 
this is a note of J. R. Foster, hut is secured in 
the deed of assignment as the corporation note, 
and is claimed by the said Foster to have been 
given by him for accommodation to said corpo- . 
ration · · $5,530.00 
1926, April 2nd, note of Farmers Mere. .Co., 
Inc. by J. R. Foster, 8ec'y. payable 60 days 5,500.00 
· 1925, Aug. 22nd, note of R. J. Kendrick, payable 
one year after date. Note: said Ken-
page 10 ~ drick claims that this is an indebted-
ne~s of the said Farmers Mercantile Co., 
Inc., and that same is mentioned specifically in 
the deed of assignment. The said· Kendrick 
produced at the hearing a written statement 
signed by the President of the said Mercantile 
Co. Inc. saying that this was an obligation of the 
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said Mercantile Co., Inc., and not. that of the . 
said Kendrick $2,000.00. 
2. Note of .same to First N atl. Bank of Ferrum, 
interest from July 13th, 1926 1,550.00 
3. Franklin Land & Investment Co., insurance on 
property 195.00 
Check of same July 28th, 1925 250.00 
4. National Motor Co., account 3.50 
5. Main Street Motor Co., account 5.25 
6. Light~ Power Co. account 35.88 
7. Bald Knob Fur. Co. 29.32 
• .. - ~ 
8. W. C. S'.inithers, account 29.05 
9. C. F. Hudson, bal. on note 318.27 
10. First N atl. Bank bal. on note 422.40 
11. Rocky Mount Drug Store, bal. on note 280.95 
12. W. R. Davis, note held by 1st Natl. Bank, bal. on 
sa:p::te 227.36 
13. Balance on J. R. Foster note, held by First Nat'l. 
Bank · 77.Q9 · 
14. Bal. on I. G. Lee note. (N. G. Carper note) 281.38 
15. N. Morris account .for advance rent paid from 
Julylst, 1926, to July 1st, 1927, less one-third of 
one month · 1,808.34 
16. Dillon & Poindexter Bros. account 52.3~ 
17. J. N. Montgomery & Co. judgment-interest from 
June 7th, 1926, · 31.36 
18. R.ocky Mount Ice, Coal and Wood Co. judgment, 
interest from June 7th, 1926. 288.37 
· 26 Supreme Cour.t of Appeals of Vir.ginia. 
19. W. R. Davis $120.00 check of Farmers Mere. Co., 
Inc., also $91.75 check of Mercantile Co. and tax 
ticket of $222.08 and $1,000.00 account, as shown 
in the petition of John P. Lee, the account it-
self is not filed with the commissioner 1,433.83 
Respectfully submitted, this Dec. 31st, 1926. 
B. A. DAVIS, JR., 
Special Commissioner. 
page 11 ~ EXCEPTIONS TO COMMISSIONER'S 
REPORT. 
Filed 2/31/26. 
The within report is excepted to by the Trustee and others 
as to the allowance of the claim of W. R. Davis on the ground 
that there is no evidence to support the same, and that be-
fore Davis can claim anything, the whole account between 
him and the Farmers Mercantile Company should be settled 
in full. 
This Dec. 31, 1926, C. C. Lee, Attorney for Trustee. 
This report excepted to as set forth in the answer and pe-
tition of N, Morris, filed with the papers in this cause, and 
for reasons set forth in said writing. 
N. MORRIS, 
By Counsel. 
H. D. DILLARD, p. q. 
DEPOSITIONS. 
Taken 13th day of November, 1926. 
N. MORRIS, 
a witness of lawful age, being first duly sworn, testifies as fol-
lows: 
Questions by H. D. Dillard: 
Q. Please state your age, residence and occupation. 
A. 36, Rocky Mount, Va., merchant. 
Q. How long have you been in business in Rocky Mount 1 
A. 14 years. 
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Q. For the last few years what building have you been oc-
cupying~ . 
A. For the last 61;2 years I have been occupying the Farm-
ers Mercantile builqing. 
Q. What rent did you pay per month~ 
A. I paid $155.00 !Jer month. 
Q. Please state to what date you have paid rent for in 
full and how m·uch you have paid. 
A. I have paid to July 1st, 1927. I have paid $1,860.00. 
Q. When did you pay that amounH 
A. I paid it on May 1st, 1926, $1,150.00 by check, rent to 
.Ja.n. 1st, 1927. 
Q. How did you pay the other? 
A. By note, Mr. Powell has it now. 
Q. Ip. other words, the note plus the check makes the $1,-
860.00~ 
A. Yes. 
Q. Who holds the note now that you gave? 
A. Buck Powell. 
Q. Did he pay Mr. Davis the money on the note for you? 
A. Yes, sir. 
page 12 }- Q. In other words $1,860 ~ 
A. Yes, sir, I have used the difference two 
months, in other words the note plus the check makes up the 
. sum that was paid to the Farmers Mercantile Co. 
Q. To whom did you pay this money~ 
A. W. R. Davis, President of the concern. 
Q. What other position did he hold~ 
A. Cashier of the First National Bank. 
Q. Please state exactly under what circumstances you paid 
this money to Mr. Davis. 
A. I had some money in the bank and he happened to know 
it, more money than I ever had in there, and he asked me 
to pay the rent until the first of the year, he needed it to pay 
interest and insurance on the building. 
Q. Go ahead with the other. 
A. That was the first check of $1)50.00. 
Q. What about the note? 
A. Then he came to me in front of the store and says, Nat, 
I got to have some money, I told him I didn't have any 
money, he says give me your note and I think I can use it, 
and I gave it to him and he gave me a receipt for this. 
Q. Did he tell you what he wanted to use the money realized 
from that note for~ 
A. No, he didn't tell me, he said he just needed money 
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to straighten up the building I think, it was the day before 
the bank closed, or the same day. 
'Q. With reference to the· F'armers Mercantile Company, 
what position did Mr. Davis occupy~ 
A.· President. · 
Q. Who had the management of that building so far as 
the finances are concerned? · 
A. Mr. w·. R. Davis collected the rent. 
Q. How long had he been collecting the rent f 
A. Close to three years. 
Q. Do you happen to know whether he pai<l the bills of that· 
concern or noU 
A. Now I know that he didn't. 
Q. ·I mean as a general thing'? 
A. Yes, he paid the ones that were paid. 
Q. How much of that period that you paid for did you 
actually occupy the building? 
A. From May 1st to July lOth . 
. page. 13 ~ Q. Then the Mercantile Company is entitled to 
credit to what. you claim for two months and ten 
days? 
A. Yes, sir, May, June and up to the lOth of July. 
Q. As you know, on July lOth, the . property was sold un-
der a deed of trust executed by the Farmers Mercantile Com-
pany to secure certain indebtedness, this being prior to the 
deed of assignment. From that· date down to the present 
time, what have you been doing with reference to renU 
A. I have been paying Mr. N. P. Angle. 
Q. Did the Farmers' Mercantile Company carry out their 
contract with you to furnish you the building to July 1st, 
1927, in consideration of the money paid by you'? 
A. No, sir, they may want to know why I paid it, I have 
a lease good to 1930, and that was why I was willing to part 
:with my money. 
Q. I will ask you to file that lease as a part of your depo-
sition? 
A. I will. 
Q~ File also the check and receipt. 
A. I will. 
CROSS EXAMINATION. 
By C. C. Lee: . 
Q. What was the date of that lease, approximately? 
A. The lease was supposed to last until July 1st, 1930. 
Q. How long was ·the lease for'? 
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A. It was leased for 5 years. 
Q. Then it was renewed July 1st, 1925 Y 
A. Yes, sir. 
Q. At that time did you know of a deed of trust executed 
·on the 1st day of June, 1920, to secur~ notes for $28,000.007 
A. No, sir, if I had I wouldn't lost my money. 
Q. You didn't know of that deed of trust at allY 
A. No, sir. 
Q. Did you know of the indebtedness of the concern Y 
· A. No, sir. I knew they owed money. . 
page 14 ~ Q. Do you remember when J. N. Montgomery 
& Co. and Rocky Mount, Ice rCoal and Wood Oom-
.pany obtained judgment against the Farmers Mercantile 
·company and had the execution issued on the judgment and 
levied on the fixtures of the Farmers Mercantile Company¥ 
A. Yes, sir. 
Q. State whether or not at that time you approached the 
attorneys for the plaintiffs in this case and said that you were 
going to throw the Farmers Mercantile Company into in-
. voluntary bankruptcy unless they would relinquish their pri-
ority secured by the . execution and request that a deed ·of 
assignment ;be made by the Farmers Mercantile Company to 
.secure every creditor, including you, equally. 
A. I took Judge Lee up to the bank before Mr. Montgom-
ery ever did anything about this thing, you remember that, 
Judge Lee. W. R. Davis wanted to assign over the fixtures 
to me for the amount of the rent. Judge Lee told me that it 
was no use of doing that because the other side could throw 
it into bankruptcy. What I am trying to get to is this. 
I knew the other debts were there at that time. 
Q. After these executions were levied, state whether or not 
you entered into an agreement, as I set forth above, for those 
two judgments tp be released, and all creditors to share 
equally with you, and you were moving cause and get a deed 
of assignment to execute. 
A. I didn't know about the rest of the c-reditors, but I did 
know Mr. Montgomery put the coal down there because we 
were out of coal and I told him I would pay it if they didn't, 
·because I had to pay the rent every month, but he n_ever pre-
sented a bill to me. · 
Q. Mr. Morris, I don't think you have ever answered my 
question. I want to know whether or not you made a propo-
sition, which was accepted and carried out, with J. N. Mont-
gomery & Co., and the Rocky Mo.unt Ice, Coal and Wood 
!Company that they' would release their judgment and allow 
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a deed of assignment to be made securing every one equally, 
both you and they. 
page 15 ~ A. Yes, I remember something about that, the 
reason I did that was because the lawyers told me 
that I could do anything and it would be cheaper to make an· 
assignment than it would to throw them into bankruptcy, 
that's ·what Judge Lee told me. 
Q. Well then you admit that agreemenU 
A. Yes, sir. 
Q. Mr. Morris, the receipt given for the note is not dated, 
and I believe you said it was about the time the bank closed 7 
A. Yes, M'r. Powell has .got the note to show that. 
Q. Why did you pay the rent at that time? 
A. Because W. R. Davis has always helped me and he 
needed it and I was a friend of his and I had it an advance. 
Q. Well then it was only as a personal favor to Mr. Davis 
that you paid it in advance? · 
A. I paid it for the Farmers Mercantile Company because 
the building was in a bad state of affairs. Raymond told me 
that himself. 
Q. Then you didn't just pay it because Mr. Davis was a 
friend of yours and helped you and you just wanted to help 
him out of a hole 7 
A. That's right, otherwise, I wouldn't have tak:en a re-
.ceipt if I was going to lend it to him I would just loaned it 
to him. 
Questions by J. P. Lee, Trustee: 
Q. Your lease was never put on record, was iU 
A. No, sir. · 
Q. That lease was subsequent to 1920, wasn't iU 
A. Yes, sir. The reason I didn't put it on record was that 
it was no use. 
Q. The only ground that you have for claiming a prior lien 
on the assets of the Farmers Mercantile Company under that 
deed ·of assignment is that you paid rent on the building to 
1W. R. Davis, President of the Company, up to July 1st,.1927, 
·and you did not get the lease after the 19th day of July, 1926, 
at which date the building that you rented was sold under 
the. prior deed of trust, that's your whole claim, is it, for 
daiming a prior lien 7 
page 16 ~ · (This question objected to by H. D. Dillard, at-
torney for N. Morris, on the.ground that the wit-
·ness has stated the facts and circumstances under which he 
paid this money,· and the grounds of his claim is a matter of 
law of which he is ignorant.) 
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A. They soldme something they didn't deliver, thatts the 
reason why I ought to have prior claims. 
Q. You do not kn·ow what Mr. Davis did with this. money, 
do you? · 
A. Yes, sir. 
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RE-CROSS EXAMINATION. 
[By C. C. Lee: 
Q. Mr. Morris, at the time that they were talking about 
the deed of assignment, state whether or not you stated that 
you wanted it so that every one would share equally and no 
little creditor jump in and get his claim in full. 
A. The reason I did that, I was partly responsible to. J. 
N. Montgomery for their debt. 
RE-DIRECT EXAMINATION. 
By H. D. Dillard: 
Q. Had you not also been advised that you had no prior 
claim? . 
A. Yes, sir,' they all told me that. 
RE-CROSS EXAMINATION. 
By C. C. Lee~ 
Q. In addition to Judge Lee and myself, other lawyers had 
advised you the same thing, that you had no prior claim Y 
A. Part of them said no, and part of them said that I had 
a prior claim. 
Questions by B. A. Davis, Jr.: . 
Q. How much money are you claiming that the Farmers 
Mercantile Company owes you Y 
A. $1,860.00 is the balance that they are due me, less the 
rent that is taken out. · 
page 18 ~ Q. Be~nning from July lOth, 1926, to July 1st, 
1927, do you claim $1,860.00? 
A. Yes, sir, with the exception for the ten days I was in 
there from ,July 1st to July lOth. 
Q. Is this correct Y You are claiming $1,860.00, less ten 
days' rent? 
A. That's right. I.have got that wrong in my deposition 
in chief. I claim they owe me $1,860.00 less ten days rent, 
the other two months has been paid, as will be shown by re": 
ceipt for note and check. 
. S'tenographer is authorized to sign witness' name to this 
deposition. 
And further this deponent· sayeth not. 
N. MORRIS, 
I ~~00~ 
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J. R. FOSTER, 
being first duly sworn, testifies as follows: 
Questions by H. D. Diliard: 
Q. Please state with reference to the Farmers' Mercantile 
Company, what position W. R. Davis held¥ 
A. He was president of the concern and I might say handled 
the finances of the business exclusively, he was head and 
shoulders of it, in other words all of us fellows did as he 
said do. 
Q. In other words, he had full authority to collect all money 
and to pay out same, so far as the Company was concerned~ 
A. Yes, sir. 
CROSS EXAMINATION. 
By C. C. Lee: 
Q. Mr. Foster, you were acting as secretary of the con-
cern~ 
A. Yes, sir, just put in to act. 
Q. You signed all checks of the concern~ 
A. No, sir, I didn't sign them all, some time·s they would 
send them down t.o me and I would write them a check, and 
some times they would collect at the bank. · 
Q. Do you know when the last directors' meeting was held 7 
A. No, as acting .seeretary I tried to call a meeting. I sent 
out notices to call a meeting and didn't any of them come, 
officers nor directors, nobody. 
Q. Approximately, when was the last directors' 
page 19 ~ meeting held~ 
A. I would say around 1920. 
Q. Mr. Davis then was never authorized by the company 
or the board of directors to take exclusive charge of the prop-
erty and manage it as he saw fit~ 
A. I would think that the mere fact that he was made presi-
dent would give him that right. They have got some of the 
minutes of the meetings somewhere, I reckon~ 
Q. Do you know where they are~ 
A. No, I don't know. 
Q. Have you got the cancelled checks of the Farmer's Mer-
cantile Company~ 
A. I have got part of them. 
Q. You have those that were cancelled when the bank 
merged last June, have you noU 
A. I think they are down there. 
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Stenographer is authorized to sign witness' name to this 
deposition. 
And further this deponenth sayth not. 
J. R. FOS'TER. 
By Stenog. 
page 20 ~ EXHIBIT LEASE. 
File~ with. Deposition of N. Morris. 
This indenture made this the 16th day of January, 1925, 
by and between the Farmers Mercantile Company, Incorpo-
rated, party of the first part, and N. Morris, party of the 
·Second part, all of Rocky Mount, Va. 
Witnesseth: That for and in consideration of the rents, 
provisos and· agreements hereinafter contained, and which, on 
the part of the said N. Morris and his assigns, are to he paid, 
done and performed, the said Farmers Mercantile Company 
:Incorporated, party of the :first part, doth grant, bargain, 
sell, lease and demise, and to farm let, unto the said N. Mor-
ris, and his assigns the entire upper or northern first floor 
store-room in the building on Main Street, Rocky Mount, 
Va., owned by party of first part, and adjoining the property 
of R. H. Beheler, with right to make use of such alleys, ways 
and appurtenances belonging to said building as may be 
necessary to a full and complete enjoyment and use of said 
store room, also the fixtures belonging to said lessor as fol-
lows, to-wit: All :fixtures now used for the dry goods, shoes, 
:clothing, hats, etc., handled by the lessor; except that the 
shelves in store-room leased shall remain in lieu of the 
shelves now placed in lower room of said building; to have 
and to hold the said store-room and all and singular the 
premises demised with said appurtenances aforesaid thereto 
belonging and said :fixtures unto the said N. Morris, party of 
the second part, from the 1st day of July, 1925, for and dur-
ing the term of five years next ensuing, and fully to he com-
plete and ended, yielding and paying therefor by N. Morris, 
lessee, or his assigns, to the said Farmers Mercantile Com-
pany, Incorporated, lessor, or its assigns, a rent of ($1860.00) 
Eighteen Hundred and sixty dollars per year· in equall 
monthly installments or payments of $155.00 on the 1st day 
of each month after the 1st day of July, 1925, throughout the 
entire. period of this lease. 
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And the said lessor, for itself and its assigns, doth cove~ 
nant and agree with the said lessee and his assigns that said 
lessee, paying the rent hereinbefore reserved and otherwise 
keeping and performing all and singular, the covenants and 
agreements herein contained, on his part to be observed, kept 
and performed, shall peaceably and quietly during said term 
of five years, possess and enjoy the said fixtures and store~ 
room with appurtenances aforesaid without let, hinderance, 
molestation or disturbance from any one whats~ 
page 21 ~ ever. 
That the· said lessor does hereby undertake, 
promise, agree and covenant, that it will at all times furnish 
steam heat, and water to said lessee; · 
That said lessor will keep the said building or store-room 
in good repair as to damage caused by reasonable wear and 
tear, and not due to fault of said lessee; make all repairs of· 
water system, heating system and' light system, as provided 
above, as may be necessary, ,and not due to fault of lessee. 
That said lessee shall have the right at any time during 
the lease to sublet or assign his lease of the premises men-
tioned for the purpose same as leased by said lessee. 
· That said lessor will keep all taxes and insurance on said 
leased property fully paid. 
And the said lessee does, on hi~ part, hereby promise, agree 
and covenant that he will conduct in said store-room a gen~ 
eral mercantile business, such as clothing, notions, dry goods, 
millinery department, shoes, hats, etc., and not to conflict with 
. lessor in its department of groceries, furniture, f1arming im-
plements, hardware, feed, etc. 
And tha,t the said lessor hereby reserves the right to erect 
steps from the front of the said building through the inside 
of said store room up to the second floor and to change the 
entrance of the said N. Morris if they so desire, said change 
to be done at any time during the year except during the 
months of September, October, ·November, December, March, 
April and May, which are the busy months of said N. Mor-
ris, and the said N. Morris reserves the right to terminate 
the said lease at the end of a year from the ·date of said 
change or entrance if he so desires, party of second part to 
give party of first part 12 months notice if he moves under 
this clause, but if he continues to occupy said store room he 
is to pay the sum of $125.00 per month instead of $155.00 
per month, from date the change is begun. 
That during the said term said lessee will well and truly 
pay the said lessor the said yearly rent of $1,860.00, in the 
manner hereinbefore limited and appointed, according to the 
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reservation thereof; except ihe said premises occupied by the 
lessee or some part thereof shall happen to be burnt down by 
tlJ.re, tempest or other casualty not occasioned by the default 
of the said lessee or his assigns; in any of said cases the said 
rent shall ~ease or he fairly apportioned according as the 
. · destruction 'Of said store-room be entire or par-
page· 22 ·~ ti,al, it being understood and agreed by and be-
tween the parties hereto that such loss or injury 
to said premises without default on the part of said lessee 
or his assigns, is to be sustained. by said lessor or assigns, and 
th3Jt on the happening of such injury or destruction as afore-
·said, the said lessee or his assigns is to he entirely discharged 
from the obligation of this indenture unless the said lessor 
shall within a reasonable time rebuild or repair said premises 
so that the same shall be in as good condition as before such 
casualty; and until such rebuilding or repair shall be com-
pleted, the said rent is to be suspended or duly apportioned. 
That except as provided above, the said lessee .will at the 
end of the term return said premises together with all fixtures 
in as good condition as when received, reasonable wear and 
tear excepted. 
That in the event of default of 60 days in payment of any 
of the installments· of rent above mentioned or the breach 
of any of the covenants herein contained, on the part of the 
said lessee or his assigns, to be observed, kept, or performed, 
the lessor or his assigns, at any time afterwards, into and 
upon the demised premises or any part thereof shall and may 
re-enter a:p.d the same again have, repossess and enjoy as of 
its former estate. · 
Witness the hand and seal of party of second part and the 
signature ·and corporate seal of party of the :first part, duly 
affixed by the President thereof, and attested by the Sec-
retary. 
Attest: 
FARMERS MERCANTILE CO., 
INCORPORATED. 
By W. R. D:A. VIS, Pres. 
J. R. FOSTER, Sec'y. 
o;. 
N. MORRIS. (Seal) 
-----------------
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State of Virginia, . 
County of Franklin, to-wit: 
I,. Edwin .Greer, Deputy Clerk of the Circuit Court of the 
iCoun~y of Franklin, Va., hereby certify that W. R. Davis, 
President of Farmers Mercantile Co., Inc. and N. Morris 
· whose names are signed to the foregoing writing bearing date 
of the 16th day of January, 1925, this day personally ap-
peared before me in my county and state aforesaid 'and ac-
knowledged the same. · 
Given Y.nder ·my hand this January 21st, 1925. 
EDWIN GRE,ER, D. C. 
' 
page 23 ~COPY 0~, RECEIPT FILED WiTH N. MORRIS 
DEPOSITIONS. 
"Received of N. Morris $930.00 Rent to July 1, 1927. 
(signed) W. R. DAVIS, Pres. Farmers Mer. Co. 
COPY OF OHIDOK FILED WITH N. MORRIS. DEPOSI-
TIONS. . 
Rocky Mount, Va. May 1st 1926. 
The First National Bank .. 
Pay to the Order of Farmers Mere. Co. 
Eleven Hundred and Fifty Dollars. 
For Rent to Jan. 1st, 1927. 
$1150.00 
N. MORRIS. 
page 2~ ~ At another day, to-wit, at a Circuit Court held 
for Franklin County at the Oourt House, on the 
25th. day of June, 1927: 
.John P. L.ee, Trustee, 
vs. 
N. Morris, et als. 
This day came N. Morris, one of the defendantS in the 
above styled cause, by counsel, and moved the court to allow 
him to :file his answer to the bill in these proceedings, re-
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questing that said answer be treated as a petition filed in 
said cause, and as exceptions to report. 
Whereupon the court doth grant leave to said N. Morris 
to file his answer, and the same shall be treated as a cross 
bill, or petition, and as exceptions to the report. 
But all parties interested being already before the court, 
and represented by counsel, the court does not deem it neces-
sary that process be issued upon said petition, as prayed for 
therein. And this cause is continued. 
ANSWER OF N. MORRIS' . 
. In the Circuit Court of Franklin County, Virginia. 
John P. Lee, Trustee, 
v. 
N. Morris, et als. 
Answer of N. Morris. 
The answer of N. Morris to a bill in Chancery exhibited 
against him, and others, in the Circuit Court of Franklin 
County, Virginia. 
For answer to the said bill, or so much thereof as he is 
advised that it is material that he should answer, answer-
. . . 
mg says: 
· That heretofore he has not filed in this cause any formal 
answer as he now requests the Oourt to be allowed to do, be-
cause of the fact that he appeared bef:ore the commissioner 
taking the accounts heretofore ordered and verbally stated, 
the claim of your respondent as to the priority .of his debt 
to other d.ebts sought to be set up in this cause, and took the 
. depositions of such witnesses as he could obtain, 
page 25 ~ but has not been able, up to this time, to secure 
t4e deposition of one W. R. Davis, who, it is 
deemed, is a most important witness for the inter.est ·of your 
respondent, because of the fact of the absence of the said 
·W. R. Davis and because at various times he has believed, 
with good cause for such belief, under an agreement with the 
attorneys for the plaintiff, that the said W. R. Davis would 
appear in person as a witness before your Honor, but .at all 
such times the said W. R. Davis, for reasons unknown to 
your respondent, failed at the last minute to appear. In 
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addition the papers in the cause have been lost for a great 
length of time, and when ·found with the special report of the 
commissioner much light is thrown upon the various claims 
of the creditors, and causes your respondent to have still 
more faith in the priority of his claim as set forth in thi·s 
answer. 
Your respondent admits the statement in the bill that the 
Farmers Mercantile Co., Inc., executed a deed of trust to · 
~T. P. Lee, Trustee, to secure J. N. Montgomery, Jr., for the 
sum of fifteen hundred dollars ($1,500.00) .bearing date of 
.April 24th, 1922, payable on demand and that the said trus-
tee, J.P. Lee, rightfully paid to the said J. N. Montgomery, 
Jr., the sum of, eighteen hundred and eighty-two dollars and 
!fifty cents ($1,882.50), the total amount of the debt. 
,your respondent admtis that the said F'armers Mercantile. 
!Co. executed the deed of assignment set forth in the said 
bill to secure all of the bona fide creditors of the said con-
cern; that the said property so assigned consists of : 
(1) one frame storehouse which sold for $3,500.00 
(2) one lot of· store furniture ·sold 'for 1,600.00_ 
(3) cash rent collected from drug store 96.45 
(4) cash rent collected fro~ J. H. Brown 22.66 
$5,219.11 
Paid J. N. Montgomery, Jr., admitted $1,882.50 
$3,336.61 










~Leaving a balance of ·$3,078.61 
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page 26 ~ still in the trustee's hands for distribution among 
the bona fide creditors of the said Farmers Mer-
cantile Co., Inc.,. according tO' the standing of such bona fide 
claims against the ·said company in the order of their pri-
ority. 
Your respondent admits that there may be other costs 
which will to some extent reduce the balance for distribu-
tion in the hands of the trustee. 
Your respondent admits that as to the following claims he 
is to share pro rata in the true balance after payment of such 
legitimate costs and claims that may from time to time arise,. 
to-wit: 
... 
(1) Note of First National Bank of Ferrum 
(2) Franklin Land and Investment Co. 
. $1,550.00 
195.00 
(3) Check of the Franklin Land and Investment 
Co. if the same does not cover claim No. 2 250.00 
( 4) National Motor Co. 3.50 
(5) Main Street Motor Co. 5.25 . 
(6) Light & Power Co. 35.88 
- (7) ·Bald Knob Fur. Oo. 29.32 
(8) W. C. Smithers 29.05 
(9) C. ·F. Hudson, balance due on note 318.27 
(10) Rocky Mount Drug Co. balance 280.95 
j(ll) Balance on I. G. Lee note 
(12) J. N. Montgomery judgment 
(13) Rocky Mount Goal and Wood Co. judgt. 







Peoples Natl. Bank of Rocky M~unt v. N. Morris. 41 
Your r~spondent denies, however, that the following claims 
sought to be set up should share pro rata with the claims of 
your respondent, and on the other hand charges and avers 
that the claims mentioned in the said bill and report are 
,subordinate to the claim of your respondent for the sum of 
eighteen hundred and eight dollars and thirty-four CE)nts ($1,-
808.34), with legitimate interest, and as to the said claims 
the amount due your respondent is preferred and has pri-
ority. 
page 27 ~ The said subordinate claims rna~ be tabulated 
as follows, to-wit: 
No.2. (1) Foster Bros., Inc....................... $ 386.01 
No.3. 
I ) 
(2) Bal. on J. R. Foster note held by The First 
National Bank ............... , ...... : 
(3) W. R. Davis note held by the First N a-
tional Bank ........................ . 
( 4) First National Bank note, balance ....... · 
(5) R. J. Kendrick note held by the First Na-
tional Bank ........................ . 
(6) Note of J. R. Foster and Farmers Mer-
cantile Co. held by the First Nat. Bank. 
(7) Note of J. R. Foster to the First Nat. Bank 
(8) Check of the Farmers Mercantile Co. to 
R. S. Ashworth, held by the First Nat. 
Bank .............................. . l (9) Check of the Farmers Mercantile Co. to the First Nat. Bk. of Ferrum held by The 
. First Natl. Bank .................... . 
r
(lO) W. R. Davis check from the Farmers Mer. 
I (11) W ~~: ~~~~~ ~~~~~:f~~~ :t~e: ~~~~~1:s: ~~~-
N ) (12) Tax tickets held by W. R. Davis paid for 
0
· 1. ) the Farmers Mercantile Company, Inc .. 












222.08 $ 1,499.33 
1,000.00 
$15,650.52) 
And your respondent charges and avers that such last 
named claims should not be allowed to share pro rata with 
the claims of your respondent, but should be held subordinate 
thereto for the following reasons: 
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First, that the claims of W. R. Davis No. 1 are. not sup-
ported ·by any evidence whatsoever further than the filing of 
·a tax ticket, two checks and an acc.ount. 
That W. R. Davis had the entire control of the fund of the 
said concern, and your respondent charges and avers that 
the said taxes, and costs of improvement and other items 
were paid for, not with the money of W. R. Davis, but with 
funds in his hands belonging to the Farmers Mercantile Com-
. pany, Inc., and that the said W. R. Davis has no 
page 28 ~ claim whatever to be reimbursed as set forth in 
the report of the special commissioner ; this being 
especially true for reasons hereinafter set forth when the 
claims of the said W. R. Davis are permitted by the said re-
port to share pro rata with the claims of your respondent. 
Second, your respondent charges and avers that the said 
report of the special commissioner is in error in allowing 
the claim of Foster Brothers Company No. 2 for the sum 
of three hundred and seventy-three dollars and fifty-one cents 
($373.51) as a prior claim to that of your respondent, when 
in fact such claim should have been as to. the amount received 
by the trustee out of furniture, goods, etc., separate and apart 
from the store building, not only not prior to, but subordinate 
to the claim of your respondent. 
Your respondent avers that the lease mentioned in the said 
bill expressly provides that the Banner Supply Co., of which 
(firm Foster Brothers C.ompany, Inc., claim to be assignees, 
shall be reimbursed for their expenditures, in case ·of sale 
of the property, out of one express fund of the purchase price 
of the real estate so improved, and not out of any other fund 
comnig to, or owned by the said lessor, the said Banner Sup-
ply Company having full knowledge at the time of such agree-
ment of the value of the equity of the Farmers Mercantile 
Company, Inc., in the said property and assuming the risk 
of the purchase price of the real estate being sufficient to pay 
·off and discharge the deed of trust on the said· property, 
and likewise pay the said company for the improvements so 
made. 
Third, your respondent further charges and avers that 
the Peoples National Bank ha·s been by the report of the said 
· Special Commissioner has ·been er:rloneously permitted to 
share pro rata with the claim of your respondent in the funds 
in the hands of the trustee, whereas the claim of your re-
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spondent is in all respects a preferred, and prior claim upon 
the said fund in so far as the said Peoples National Bank is 
~oncerned No. 3. 
Your respondent charges and avers that the assets of the 
First National Bank of Rocky Mount have been duly trans-
ferred and assigned to the said Peoples National Bank of 
R.ocky Mount with the express . agreement that the· said 
Peoples National Bank should assume all the liabilities of 
the said First National Bank, wind up the affairs of the said 
First National Bank within the period of five years, the said 
Peoples National Bank taking all of the assets of 
page 29 ~ the said First National Bank subject to all infirmi-
ties and equities of any claim of the said First-Na-
tional Bank against any person claimed to be indebted to the 
· said First National Bank. 
The said Peoples National Bank is not, nor was it intended 
to be,- a purchaser for value and without notice of the assets 
of the First National Bank, since the said Bank had full 
knowledge of all the defenses liable to be made to any claim, 
in that, the said Peoples National Bank was put upon no-
tice, by a joint directors meeting and examination of the af-
fairs of the First National Bank, that there were many de-
nials of liability to the said First National Bank, and were 
put in possession of such facts as to put any reasonable man 
on notice, or inquiry; said Peoples National Bank demand-
ing, and the First National Bank executing and delivering an 
idemnifying bond in the sum of one hundred thousand dol-
lars ($100,000.00), for the protection of the said Peoples Na-
tional Bank against failure to realize upon the apparent as-
sets of the said First National Bank hy reason of successful 
assertions of some defense to the said assets by any person 
sought to be held liable to the aid Peoples National Bank by 
reason of the taking over of the said First National Bank by 
the said Peoples National Bank. 
· Your respondent charges and avers as to his claim the 
Peoples National Bank stands in the shoes of the said First 
National Bank, and that, he has the right to assert any claim, 
and make any defense against the said Peoples National 
LBank which he might have asserted, or made against the 
said First National Bank had it continued to do busine'ss. 
Your respondent, therefore, sets forth that the Farmers 
Mercantile Company, Inc., was the owner in the fee· of a very 
valua-ble brick store on the west side of Main Street in the 
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town of Rocky Mount, S'tate of Virginia; that the said Com-
pany leased on June the lOth, 1920, a part of the _said prop-
erty to your respondent for a period of fiveyears {the lease 
being duly recorded in the Clerk's Office of Franklin County, 
Virginia; that the said respondent held such premises un:.. 
der the said lease for the full term, paying the rent 
page 30 ~ contracted to be paid; that the said Company 
again on January the 16th, 1925, leased a part of 
the said premises to your respondent for a period of .five 
years from July 1st, 1925, for the sum eighteen hundred and 
sixty dollars per years ($1,860.00), the said rent being pay-
able on the first day of each month in the sum of one hun-
dred and fifty-five dollars ($155.00) per month during the 
period of the lease ; that on June the 1st, 1920, the said lessor 
executed a deed of trust to J. P. Lee, trustee, to secure the 
sum of thirty -;;housand dollars ($30,000.00), to certain hold-
ers of notes issued by the said lessor ; the sai_d deed of trust 
being a lien upon the said property, and being prior in point 
of time to the lease of the premises to your respondent. 
That . among those holding the said notes originally was 
the First National Bank in the sum of eight thousand dol-
lars ($8,000.00) said sum being .secured by the lien of the 
said deed of trust; that the said Bank from time to time be-
came the owner of additional amounts of the said indebted-
ness until the said Bank became the owner of about tw~lve 
thousand dollars (12,000.00) of the amount secured by the 
said lien which said amount was held by the said Peoples 
National Bank by reason of the transfer of the assets of the 
!Said First National Bank in pursuance with the agreement 
as set forth above, the lien of the said deed of trust to se-
:cure the same passing to the benefit of th~ Peoples National 
Bank. · 
That ·after your respondent had possession of his part of 
the premises under his second lease on .May the 1st, 1926, 
W. R. Davis, who was the cashier and agent of the said First 
National Bank, approached your respondent and requested 
him to pay his rent, not in accordance with the said lease, 
but in advance to July 1st, 1927, your respondent, •believing 
and being informed that his lease was good during the term 
called for according to the term of the Written lease men-
tioned above; that the . said W. R. Davis, the cashier and 
a·gent of the said Bank knowing that your respondent was 
paying his rent in advance upon the condition that he should 
hold the premises until the end .of the time for which he had 
paid the rent. · 
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' Your respondent charges and :avers that the 
page 31 ~ First National Bank had full knowledge of such 
agret:lment, since notice to its agent· was notice 
to the said Bank, of the express condition upon which the 
said sum of eighteen hundred and .eight dollars and eight 
·cents was paid (1,808.08), to the said Bank, or its agent, and 
of the express purpose for which the said sum was paid to 
the said W. R. Davis, cashier of the· said Bank, to-wit; to he 
taken by the said W. R. Davis in return for the possession of 
the said premises until July the first, 1927. 
Your respondent charges and avers that the said W. R. 
Davis, cashier and agent of the said Bank, took the money 
of your respondent, and either applied the same to the debts 
of the Farmers Mercantile Company, Inc., or to his own 
debts due to the said First National Bank; your respondent 
does not know which, but that in any event the said First Na-
tional Bank was the beneficiary of the sum so paid by your 
respondent. 
Your respondent charges and avers that the said First 
:Nat. Bank in aceepting the said sum so collected by its said 
agent from your respondent is bound by the contract as made, 
and cannot accept the benefits of the said transaction with-
out assuming the burdens, and that the said· Bank became. 
morally and legally bound to see to it that your respondent 
received and held possession of the said premises mentioned 
above until July the 1st, 1927, for which, with full knowledge 
of the said Bank, he paid the sum of eighteen hundred and 
eight dollars and thirty-four cents ($1,808.34), and which said 
sum had gone to the benefit of the said First National Bank.. 
Your respondent charges and avers that in spite . of the 
said knowledge of the said First National Bank, and in spite 
of its acceptance of the said sum upon such express condi-
tions as are set forth above, the said Bank through the Peo-
ples National Bank and said Peoples Bank, along with the 
other ereditors secured by the lien of the deed of trust, re-
quested the trustee in Yiolation of the agreement of the said 
Bank, to sell the said premises ; that the said premises were 
sold and your respondent lost possession under his lease and · 
was deprived of the same from the day of sale until July 
the 1st, 1927, for which time he had paid in advance. 
Your respondent, therefore, charges and avers 
page 32 ~ that no claim belonging to the Peoples National 
Bank, set up in the report, can be, or should be 
paid off, or any part thereof paid until your respondent has 
,-
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been paid in full; the said bank or banks by reason of the 
said breach of their agreement through their agent, the said 
W. R. Davis, are estopped and denied the right in a court of 
equity to clami a benefit arising out of their own default and 
wrong. 
.. Your respondent charges and avers, as above set forth, 
that the said Peoples National Bank stands in the shoes of 
the First National Bank, and in addition to facts alleged 
above, avers that N. P. Angle, the· president of the ~aid 
Peoples National Bank, and purchaser of the said property, 
with full knowledge of the facts as far as your respondent 
was c.oncerned, both constructive and actual, directed the sale 
of the premises and the deprivation of the said premises 
from your respondent for which, under his agreement above 
set forth, he paid the large sum of eighteen hundred and eight 
dollars and thirty-four cents, ( $1,808.34). 
Your . respondent, therefore, avers and charges that the 
.said special commissioner is again in error in his report 
.when he permits the said Peoples National Ba.nk share pro 
rata in the said fund with your respondent as to his claim 
of eighteen hundred and eight dollars and thirty-four cents 
( $1,808.34). 
Your respondent charges and avers that by reason of facts 
set up in this answer to be taken as a petition to the claims 
of the said Peoples National Bank should not only to be 
subordinated to the claim of your respondent, but that the 
said Peoples National Bank is liable to your respondent for 
such amount as is not paid back to him out of the funds in 
the hands of the trustee. 
Your respondent, therefore, prays that his answer may be 
taken as a petition, and that he be granted leave to file the 
same as such in this cause. He prays that while all of the 
parties in interest are before the Court, having proven their 
claims therein, the court may expressly declare 
page 33 ~ any ot such parties as defendants in this petition 
and caused each to be served with process to an-
swer the same. 
May the report of the said special commissioner be recom-
mitted and caused to be settled and stated in accordance 
with the prayer of this petition as set forth a:bove, upon such 
evidence as may be properly brought before the Commis-
sioner. 
Peoples Natl. Bank of Rocky Mount v. N. Morris. 41 
May your respondent have a decree against the Peoples 
IN ational Bank for such part of the eighteen hundred and eight 
dollars and thirty-four cents ($1,808.34), with interest, as 
may not be paid by the trustee out of the funds in his hands. 
May such further relief, both .general and special, be granted 
your petitioner and respondent as the nature of the case and 
to equity and good conscience may seem meet. And your 
respondent and petitioner will ever pray, etc. 
. . 
DILLARD AND PERDUE~ 
J. B. ALLMAN, 
Rocky Mount, Virginia, 
Solieitors for Respondent. 
And at another day, to-wit, at a Circuit'Court held for 
Franklin .County on the 30th day of June, 1927 : 
John P. Lee, Trustee, 
vs. 
N. Morris, et als . 
. This day_ came the Peoples National Bank of Rocky Mount, 
Virginia, and by leave of court filed its demurrer and answer 
to the petition in this cause by N. Morris. 
And by consent of all parties in interest by counsel, this 
cause is submitted to the Court for such decision and de· 
cree in vacation as may be proper. · 
page 34} DEMURRER AND ANSWER. 
In the Circuit Court of Franklin County. 
John P. Lee, Trustee, 
vs .. 
N. Morris, et als. 
The demurrer of the Peoples National Bank of Rocky 
Mount, Virginia, defendants, to the petition filed in this cause 
by N. Morris. 
This defendant comes and says that the .said petition is 
not sufficient in law, and that it demurs thereto, and for 
grounds of said demurrer assigns the following reasons: 
That the said petition is indefinite and uncertain in its 
statements, states no grounds of equitable relief, and does 
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not inform this defendant as to what it is called upon to 
answer. 
That there is nothing in the facts or statements made in 
the said petition which entitled petitioner to a lien on the 
share of this defendant in the funds in the hands of the trus-· 
tee in these proceedings and therefore, said petitioner can-
not seek ·in these proceedings to subject a fund which does 
not belong to petitioner, and has never been owned by him, 
and upon which he has no lien. 
That the theory of the said petition, so .far as this defend-
ant can guess at such theory from the indefinite and uncertain 
allegations of tP,e petition, seems to be that W. R. Davis, 
President of the. Farmers Mercantile Company, Inc., col-
lected in advance one year's rent on a store which the said 
Farmers Mercantile Company had leased to him, •and charges 
that the said Davis used the amount collected to pay either 
his own indebtedness or indebtedness of the Farmers Mer-
eantile Company, Inc., to the said First National Bank of 
E·ocky Mount, of which the said W. R. Davis was Cashier 
at the time, and that the leased premises were sold under a 
prior deed of trust, causing him to lose the whole term of his 
lease, excepting ten days, and that, therefore, this amounted 
to a perpetration of a fraud upon petitioner by the Cashier 
of the said First National Bank, and that the First National 
Bank obtained the fruits of this fraud, and should be required 
to return same to said petitioner. · 
That in sa1d petition, the claim is based entirely upon no-
tice· or knowledge in the said First National Bank, acquired 
by it through its agent, W. R. Davis, Cashier. The petition 
itself excludes any other notice. This claim is fatally defec-
tive on its face, as the transaction of leasing, as 
page 35 ~ alleged in the petition, was. affected by the said 
W. R. Davis as President of the Farmers Mer-
cantile Company, Inc., the Farmers Mercantile Company, 
Inc., being owner of the store leased, the bank having no in-
terest whatsoever as owner of the store, or any right or in-
terest in leasing the same. That, therefore, the said W. R. 
J:?avis, not acting i~ the said transaction as Cashier of the 
said bank, or in any other capacity as agent of the said bank, 
notice to him will not be imputed under the law, to the said 
bank. Therefore, by the. alle.gations of the petition itself, 
notice to the said bank is excluded, and the mere· fact that he 
may have used the money obtained by him for the advanced 
rent in paying what he owed ·at the bank, or what his com-
---~~------ -~~~--~~~-
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pany owed at the bank, would not entitle the said petitioner 
to claim even a debt against the said First National Bank. 
The said petition shows that the said N. Morris paid the 
· said money for the rent in advance voluntarily, and without 
any compulsion, and having plaeed the same in the hands of 
the said W. R. Davis, he could not afterwards go upon a party 
or parties to whom the said Davis had paid this money and 
require the return of the same on the ground that Davis had 
used the same in paying his debts~ or that of the Company 
whieh he represented. 
As further grounds of demurrer, this defendant submits 
that sinee the said petition alleges that the Peoples National 
Bank of Rocky Mount, Virginia, has assumed all the liability 
of the said First National Bank, and since he claims that the 
facts alleged by him in the petition shows that there is a 
liability upon the said First National Bank for the amount 
of his claim, that if this is true, petitioner has a full and 
complete remedy at law, and having such remedy, he is not 
entitled to equitable relief. 
That the share of the fund of petitioner sought to be sub-
jected herein, as shown by the allegations of the petition 
itself to be a part of the assets assigned and transferred to 
it by the said First National Bank, and as such it is sub-
mitted that it cannot be any more subjected than any other 
fund in any other suit which may be pending in this· court, 
and to which the defendant is entitled by virtue of tbe said 
transfer and assignment of the assets of the said First Na-
tional Bank to it. · 
page 36 ~ And not waiving the said demurrer, but insist-
ing thereon, this respondent, the said Peoples N a-
tiona! Bank of Rooky Mount, Virginia, for answer to the said 
petition, says that it is true, as asserted in the petition; that 
the assets of the said First National Bank of Rocky Mount, 
Virginia have been duly transferred and assigned to respond-
ent, but it expressly denies that such transfer and assign-
ment was with the express agreement that respondent should 
assume all the liabilities of the said First National Bank, 
hut avers that by a written agreement between the said two 
banks, dated on the 2nd day of June~ 19~6, and executed and 
delivered on the said day, a true copy of which is hereby 
filed as a part of this answer, marked Exhibit "X", it is ex-
pressly provided that respondent, the Peoples National Bank 
of Rocky Mount, Virginia, assumes all the liabilities as shown 
by the books as of that date, except those to shareholders. 
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That by Paragraph Four of the said agreement, these lia-
bilities assumed are specifically set forth; and the alleged 
!elaifu of petitioner was not a liability shown on the books 
of the said First National Bank, nor a liability assumed, as 
shown by Paragraph Four of said agreement, and, there-
fore, such a claim is not one assumed by this respondent. 
By Par:agraph Six of the said agreement, it is expressly pro-
vided that respondent assumed no other or further liabilities 
than that expressly provided for in the said agreement. 
Respondent, further answering, says petitioner denies that 
it took the assets of the said First National Bank subject to 
all infirmities and equities or defenses which might be made 
thereto by any person or persons, but avers that respondent, 
. under the said agreement, was a purchaser for value, assum-
ing and paying obligations of the said, bank amounting in the 
11eighborhood of One Million Dollars. 
That respondent had no notice of any infirmities, equities 
or defenses existing in third parties against any securities 
transferred to it by the said First National Bank, and took 
over the said assets with the assurance and believing that all 
of the same were genuine and free from any defects, and not 
subject to any set-offs or other equities or de-
page 37 ~ fenses, and believing the same collectible, except 
to the extent that some of the debtors might prove 
insolvent. 
Respondent avers that the insolvency of some of the debt-
ors of the said First National Bank was the only thing which 
it was considered at the time of said assignment and transfer 
that would prevent the whole of the assets being realized in 
full. 
Respondent admits that it required a bond to be given to 
indemnify it from loss, in case of failure to realize on said 
assets, which was done to indemnify respondent in case· of 
failure to realize on the assets a sufficient sum to pay all of 
the liabilities assumed by it, and avers that had it been con-
templated that the assets assigned were to be taken subject 
to all defects and equities existing against the said First N a-
tiona! Bank, and that there were many such defects and equi-
·ties existing, that respondent would have required 'a much 
larger bond than One Hundred Thousand Dollars, in fact re-
spondent would have required that a list be made of any 
such assets, and that said indemnifying bond would have 
been augmented or increased to the full amount thereof, in 
addition to the said one hundred thousand dollars, if indeed 
respondent would have undertaken to have handled such as-
•sets ·at all. At all events, in making the said transfer and 
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assignment, there was no suggestion that there were any de• 
fects or equities existing as against such assets, and the 
same were turned over to respondent as genuine, and the 
only obstacle towards collecting the whole in full was the 
said insolvency of some of the debtors. 
Respondent, further answering, says that this pro rata· 
share of the fund in the hands of John P. Lee, Trustee, and 
sought to be disposed of in these proceedings, is a part of 
the assets purchased by it from the said First National Bank, 
and that it is a purchaser for value without notice. 
Respondent denies that the said First National Bank of 
Rocky Mount, Virgini,a, is responsible to the said N. Morris, 
Petitioner, on account of the said transaction alleged to have 
been carried on between said petitioner and W. R. Davis, 
President of the Farmers Mercantile Company, 
page 38 ~ Inc., in which at the request of the said W. R. Da-
vis, acting for the s·aid Farmers Mercantile Com-
pany, the said petitioner paid said rent in advance. 
Respondent submits that petitioner's claim is against the 
said Farmers Mercantile Company, Inc. That at the time of 
said trmisaction W. R. Davis was not acting in the capacity 
of cashier of the said bank in making said collection of rent 
in advance and notice to him, therefore, was no notice to the 
said bank, and respondent denies that even if the said bank 
had had notice of the transaction, that there would have been 
any obligation upon it to return money paid to it by said 
Davis, either in discharge of his own indebtedness, or that 
of the said Farmers Mercantile Company, as the said N. Mor-
ris paid the said rent in adv·ance, with his eyes open, having 
constructive, if not actual notice of the deed of trust upon 
the property, the sale of which deprived him of the store-
house lease ten days after the beginning of the year for 
which said rent was paid. 
That it is not seen how petitioner could have been ignorant 
of the existence of the said deed of trust, a·s the deed was not 
only of record, but it was a matter of common knowledge. 
That the said advance payment of rent was made by the 
said N. Morris on account of his personal friendship to W, R . 
. Davis, and without any fraud or compulsion, and having 
placed funds in the hands of the said Davis for the purpose 
of using same, he had no right, and cannot be heard to com-
plain of the said Davis paying his debts or that of the Farm- . 
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ers Mercantile Company therewith, and the said' First. N a-
tional Bank was not required to act as a committee. for the 
said N. Morris. 
That the said First National Bank in neither instance 
profited by th~ transaction, as the same· was paid, if paid at 
all, on the valid debts due it, either by the said Davis or the 
'li!aid Farmers Mercantile Company, if it is true as stated that 
the said Davis so used said funds. That respondent had n() 
knowledge of said funds being so used, and calls for strict 
proof thereof, but it again avers that whether it was so used. 
9r not, it created no liability either upon the said First Na-
. tional Bank, or against respondent, nor does it 
page 39 ~ create any lien upon the said pro rata share of 
said respondent fund in the hands of the said John 
P. Lee. 
Respondent, further answering, says that the deed of trust 
from the .said Farmers Mercantile Company, Inc., to John P. 
Lee, Trustee, dated on the 1st day of June, 1920, and recorded 
in the Clerk's Office of l!,ranklin County in Deed Book G, 
page 46, and recorded on the 2nd day of June, 1920, is superior 
to the lease of the said N. Morris, dated on the 16th day of 
January, 1925, and. that . the property embraced in the said 
deed of trust wa.s regularly and properly sold by- the said 
trustee, and the proceeds of sale properly applied to the debts 
secured in said deed of trust. 
Respop.dent, further answering, says that the deed of as-
signment from the Farmers Mercantile Company to John P. 
Lee, Trustee, dated on the 16th day of June, 1926, secured 
all the then existing creditors of the said Farmers Mercan-
tile ·Company, Inc., equally, and when the same was made, 
the said N. Morris was among the creditors who insisted 
that the same should be made, so that all the creditors should 
share equally, included among those creditors who had pre-
viously thereto obtained judgments, and such ·arrangement 
was made that such judgment creditors should share equally 
except a.s to the costs of obtaining such judgments, the said 
N. Morris stating that unless this was done he would throw 
the said Farmers Mercantile Company into bankruptcy, 
wb,ere all would share equally; and said assignment was made 
as the most expeditious and economical way of winding up 
the affairs of the said company and set~ling its debts, so far 
·as its assets would go. The said deed of trust from the 
. -Farmers Mercantile Company, Inc., dated on the 1st day of 
June, 1920, is filed as a part hereof, Marked Exhibit "Y" and 
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the said deed of assignment has alredy been filed in these 
proceedins in the original bill, aud the same prayed to be read 
as a par.t hereof. · 
Further answering, respondent avers that if the allegation 
in the ·said petition is true that respondent as-
page 40 ~ sumed all liabilities of the said First National 
Bank, and that the said First National Bank is 
indebted to the said petitioner for the amount of his said 
claim, that petitioner has a full and complete remedy at law,· 
and that he cannot assert his claim in a court of equity in 
these proceedings. 
Respondent denies all the allegations of said petition, ex-
cept those sptlcifically admitted herein, and calls for strict 
proof thereof. 
And having fully answered, respondent prays to be hence 
dismissed with its costs in this behalf expended. 
PEOPLEH NATIONAL BANK OF 
ROCKY MOUNT, VIRGINIA. . 
By Counsel. 
LEE & LEE, p .. d. 
EXHIBIT "X'' filed with answer of Peoples National 
Bank of Rocky Mount, V a., to petition of N. Morris, filed in 
suit of Lee, Trustee, against N. Morris. 
This eon tract made this the Second day of June, 1926, be-
tween the First National Bank of Rocky Mount, Virginia, a 
corporation, under the laws of the United :States, party of 
the first part, and the Peoples National Bank of Rocky 
Mount, Virginia, a corporation under the laws of the United 
States, party of the second part: 
Witnes·seth: That, whereas, the party of the first part finds 
itself embarrassed in meeting its current demands and obli-
gations, by reason of its inability to realize the necessary 
funds on its assets, and is desirous of effecting an agreement 
by which its depositors may be paid without delay and with-
out the cost and inconvenience of a receivership; and 
Whereas, the party of the second· part in order to avoid 
the financial distress and inconvenience to the said deposi-
tors in the said First National Bank, and to promote the 
business interests of the entire community, has agreed, pro-
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vided it is fully indemnified, and upon certain stipulations 
hereinafter specified, to assume all liabilities as shown by the 
books as of this date except those to shareholders, and pay 
off the depositors of the party of the first part as hereinafter 
shown. 
page 41 ~ Now, therefore, it is agreed between the parties 
as follows: 
I. That for and in consideration of the premises, and of 
the sum of Five dollars paid, receipt of which is hereby ac-
knowledged, the party of the first part hereby sells, trans-
fers, assigns and delivers unto the party of the second part 
all its assets of every kind and description, consisting of all 
money and cash items in the possession of the party of the 
£rst part; all the deposits and fmids in other banks, as shown 
by the books of the party of ihe fil"st part; all of the notes, 
discounts, bills receivable, overdrafts, eollaterals and other 
securities; all equities in any notes or bills and other securi-
ties filed as collateral security with any other bank or party 
for money borrowed by the party of the first part; all other 
as·sets of whatever character and description and wherever 
situated and belonging to the party of the .fi.rst part .. 
~ 
II. The party of the first part, the First National Bank: 
binds itself, whenever requested hereafter, to execute or cause 
to be executed, any and all writings which may be deemed 
necessary and expedient to vest in the said Peoples National 
Bank of Rocky Mount, party of the second nart, title to and 
pos:session of any and all property, real and personal, hereby 
sold and assigned and which would expedite or facilitate 
the collection of any notes, discounts, bills receivable or over-
drafts hereinbefore mentioned, and that it will, whenever 
requested, make such additional assignments, writings, etc. 
t 
III. In addition to the assets hereinbefore mentioned turned 
over to the party of the second part by the party of the first 
part, the party of the first part agrees and binds itself to 
deliver to the party of the second part C·ontemporaneously 
with the signing of this contract and agreement, to further 
indemnify it, the said party of the second part, from any 
loss or damage by reason of the liabilities it assumes under 
"this contract, certain bonds executed to the said party of the 
second part by the directors of the party of the first part, 
aggregating One Hundred Thousand ($100,000.00) Dollars. 
It is expressly agreed and understood that in the event the 
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assets herein transferred are not sufficient to pay off and 
discharge all of the liabilities assumed hereunder by the said 
party of the second part, that the said bond of 
page 42 }- One Hundred Thousand Dollars shall at once be-
come due and collectable, and so much of the pro-
ceeds thereof as may be necessary to cover any loss sustained 
by the party of the second part by reason of its undertakings 
hereunder shall be applied to that purpose. 
IV. The party of the second part for the consideration 
hereinbefore stated agrees and binds itself to pay (a) all 
debts due the United States Government by the party ·of the 
Srst part, and all taxes for which the party of the first part 
is legally liable; (b) all necessary and proper expenses in-
cident to the transferring of the business, including the prepa-
ration of papers, contracts, minutes, and the cost of station-" 
ery, clerk hire, if any, etc., incident to transfer, etc., (c) 
amounts due depositors of the party of the first part when 
and as called for, all expenses incurred by the party of the 
second part in the eolleetion of the assets, all taxes, and all . 
necessary expenses in handling the business, except the party 
of the second part shall make no charge for rental or for 
clerical help for its services in the regular course of business 
after the transfer has been fully consummated.. 
V. It is further covenanted and agreed that whatever, if 
anything, of the assets herein assigned remains. after paying 
the above liabilities, expenses, fees, costs, etc., shall be re-
turned to the party of the first part, or to its order, or to the 
liquidating agent of the said party of the first part, if such 
agent is required by the Comptroller of the Currency, but 
in the event that there shall be no other agency, previously 
designated by the party of the first part to receive such sur-
plus assets, they shall be turned over to .Jas. P. Woods, C. J. 
Davis and H. D. Dillard, who are hereby designated as trus-
tees for the shareholders of the party of the first part for 
the purpose of eollecting and distributing the same among 
the said shareholders according to their respective holdings 
of the capital stock. 
VI. It is expressly agreed that the party of the second part 
assumes no other or further liabilities than that herein e;x-
pressly provided for. 
VII. It is further agreed and stipulated that the party of 
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the second part shall have wide discretion in the 
page 43 ~ manner of handling the business and collecting and 
disposing of the assets herein transferred to it. 
It shall, however, use due diligence and use the best judg-
ment of its officers in regard thereto; that it may make re-
newals, and receive pa.rtial payments, exchange or substitute 
endorsers, receive .additional or substitute collateral, and do 
whatever it believes ·to be to the best interest of the parties 
to this agreement in order to effect the collection of the as-
sets~. 
VIII. It is further agreed that the banking house, furnitur·e 
and fi~tures of the party of the first part shall be taken over 
by the party of the second part at the price of Nine Thou-
sand ($9,000.00) Dollars, and credit given accordingly, and 
that final settlement hereunder shall be made within five 
years from the date hereof, or earlier if the same ean be 
done without sacrifice of the assets transferred . 
. · IX. The party of the first part covenants with the party 
of the ·second part that it has good and lawful right and full 
power and authority to execute this agreement, and to do · 
and perform all things herein agreed to be done and per-
formed. by it. · 
In witness whereof the parties hereto have, by the au-
thority of their respective Boards of Directors, caused their 
names to be signed hereto by their respective officers here-
unto duly authorized, the day and· date first above written. 
S!gned in duplicate. · . · 
··: FIRST NATIONAL BANK OF 
ROCKY MOUNT, VA. 
By JAMES P. WOODS, President 
R. A. PRILLAMAN, Vice President. 
PEOPLE8 NATlONAL BANK OF 
ROCKY MOUNT, V~. 
By N. P. ANGLE, President. 
C. J. DAVIS, Cashier. 
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page 44 ~ E~XHIBIT "Y" filed with answer of Peoples 
National Bank. 
This deed made this the 1st day of June, in the year 1920, 
between The Farmers Mercantile Co., Incorporated, a cor-
poration chartered by and doing business under the laws of 
the state of Virginia, party of the first part, and John P. Lee, 
Trustee, party of the second part: 
Whereas a resolution was passed on the 28th day of May, 
in the year 1920, by a vote of a majority in amount of all of 
the stockholders of the Company having voting power pres-
ent and voting at a meeting of the stockholders called regu-
larly for the purpose, of which meeting notice in writing was 
given to each stockholder of record by mailing notice to each 
stockholder to his nearest post office as appearing on the 
stock book of the company, in which notice was stated the 
time and place of meeting· and its object, in favor of creating 
indebtedness, which resolution is in the following words: 
"Whereas it is the purpose of the Company to obtain funds 
with which to purchase merchandise and discount bills for 
merchandise already purchased, 
Therefore, be it resolved: That the stockholders of this 
company favor the creation of indebtedness of the corpora-
tion to the aggregate amount of thirty thousand dollars, the 
same to be evidenced by the negotiable notes of the corpora-
tion, in such sums as loans may be obtained from various par-: 
ties, and the same to be made payable to each party from 
whom loans are obtained, the same to bear interest at the 
rate of seven per centum per annum, payable one year after 
date, and secured by a deed of trust upon the storehouse and 
lot of the company on the west siC.e of Main Street in the 
town of Rocky Mount, Virginia, which deed of trust shall se-
cure such negotiable notes and any renewal or renewals there-
of, vtith the usual condition for the insurance of the said 
storehouse, and payment of loss, (if any to the trustee in 
such deed of trust to the extent of indebtedness secured in 
the said of trust. The form of the said negotiable notes 
shall be according to the form hereto attached and made a 
part of this resolution. The name of the company shall be 
signed to the said notes by the president, who may renew 
the said notes when the same became due. It is further re-
solved that the said deed of trust shall be executed bv the 
president, who shall sign the name of the company thereto 
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and affix its corporate seal, the same to be attested 
page 45 ~ by the secretary:'' 
And whereas the form of the said negotiable note men-
tioned in the said resolution is as follows: 
"$ ....... . Rocky Mount, V a. . ....... 1920. 
One year after date, for value received ........ promise to 
pay to .......................... , or order, without offset, 
negotiable and payable at The First National Bank of Rocky 
Mount, at Rocky Mount, Virginia, .................. Dollars, 
with interest payable at the rate of 7 per centum per annum. 
Homestead and all other exemptions waived by the maker 
and each endorser. If this note is not paid at maturity, and 
is collected by suit or attorney, the maker and endorsers 
hereof agree to pay, in addition to the amount of this note, 
ten per cent collection fees or attorney's fees, said amount 
having been agreed upon as a reasonable fee for collection. 
The makers and endorsers hereby waive presentment, de-
mand of payment, protest and notice thereof, of this note. 
FARMERS MERCANTILE 0'0., INCORPORATED. 
By ..................... President.'' 
And whereas at a meeting of the Board of directors of the 
said of the company held on this day a resolution was passed 
directing the said officer to carry out the resolution of the 
board of directors. 
And whereas the following loans have been obtained in 
pursuance of the said resolutions, to-wit: 
A loan from N. G. Carper for the sum of $5000.00; 
A loan from J. S. Hudson for the sum of $5000.00; 
A loan from W. R. Davis for the sum of $2500.00; 
A loan from J. R. Foster' for the sum of $1500.00. 
A loan from the First National Bank of Rocky Mount,. 
V a., for the sum of $8000.00; 
And a loan from C. F. Hudson for the sum of $600,000; 
All of which loans are evidenced by the negotiable notes 
of the company bearing even date herewith, which notes are 
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in the form above prescribed, bearing interest at the rate of 
7 per centum per annum, and payable one year after date. 
page 46 }- Now, therefore, this deed WITNESSETH: · 
That the said party of the first part doth hereby 
~-rant and convey unto the said party of the second part, with 
general warranty of title, all of that c~rtain lot or parcel of 
land, lying on the west side of Main Street in the town of 
Rocky Mount, in the said County of Franklin, State of Vir-
ginia, upon which is •situate the large brick storehouse in 
which the party of the first part is now doing business, the 
said lot fronting on Main Street 74 feet and running back 
between parallel lines 150 feet, and is composed of certain lots 
conveyed to the party of the first part by two certain deeds 
of record in the clerk's office of Franklin County, one of 
them from J. N. Montgomery and wife, and R. H. Beheler 
and wife to the party of the first part, and recorded in deed 
book 70, page 19; and the other from Chas. F. Poindexter 
and wife to the party of the second part of record in deed 
book 67, page 164. 
In trust to secure the payment of the said notes, and any 
renewal or renewals of the said notes. In the event that any 
default is made in the payment of the said notes, or any of 
them, or any portion of any of the said notes, or any renewal, 
or renewals thereof, the said trustee upon the request of any 
creditor, or his assignee or personal representative, whose 
note is in default, shall sell the said property herein, con-
veyed, after giving at least twenty days notice, at public auc-
tion, for cash sufficient to pay the costs and expenses of the 
execution of this trust, and the debts herein secured, and the 
residue upon such terms as the party of the first part may 
direct, and in default of such direction upon such terms as 
to credit as the party of the second part may deem fit. In 
the event that the party of the first part may make no de-
faul in the payment of the said notes when they become due, 
or in case of their renewal make no default in the payment 
of such renewal or renewals when the same become due, then 
this deed shall be of no effect and void. 
But it is expressly understood and agreed that the party 
of the first part shall keep the said storehouse insured in 
some solvent insurance company doing business in this state 
in a sum equal at least to the amount ,secured in 
page 47 }- this deed, with loss, if any, payable to the trustee 
herein as his rights may appear, and in the event 
of its failure so to do the said trustee is authorized to insure 
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the same during the continuance of the indebtedness herein 
secured for at least the said sum for the benefit of the said 
creditors, and the amount expended in the payment of such 
premiums of insurance shall be considered as a part of the 
costs of the execution of this trust. 
In witness whereof the party of the first part has caused 
its name to be hereto signed by its president, and its cor-
porate seal to be hereto affixed by its presiden.t, and attested 
by its secretary. · 
FARMERS MERCANTILE .COMPANY, INC. 
(Corporate Seal) 
Attest: 
N. G. CARPE,R, Secretary. 
Virginia, 
County of Franklin, to-wit: 
By W. R. DAVIS, President. 
I, H. L. Dudley; a notary public in and for the county and 
state aforesaid, do certify that W. R. Davis, president of 
Farmers Mercantile Co., Incorporated, and N. G. Carper, 
Secretary of the said company, whose names are signed to 
the writing above bearing date on the 2nd day of June, 1920~ 
have acknowledged the same before me in my county afore-
said. Given under my hand this the 2 day of June, 1920. 
My ·commission expires 7 June, 1922. · 
H. L. DUDLEY, N. P. 
Virginia: 
In Franklin County Clerk's Office June 2, 1920. The fore-
going deed with the certificate of acknowledgement thereon 
endorsed, was· this day admitted to record at 9:30 A. M. 
Teste: 
T. W. CARPER, Clerk. · 
page 48 ~ Depositions taken on January 11th, 1928, to be 
read as evidence in behalf of the Peoples National 
·.Bank of Rocky Mount, Va. 
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a witness for the Peoples N ationall Bank, being first duly 
sworn, deposes as follows: 
EXAMINATION IN CHIEF. 
Questions by J. P. Lee: 
Q. Please state what position you hold in the Peoples Na-
tional Bank of Rocky Mount, Va. 
A.· Cashier. 
Q. State if you are also a director in the said bank. 
A. I am, yes, sir. 
Ql. I show you a contract dated on the 2nd day of June, 
1926, between the First National Bank of Rocky Mount and 
the Peoples National Bank of Rocky Mount, which I. have 
ifiled as a part of this question, marked Exhibit "I" by which 
contract, among other things, the First National Bank of 
iRocky Mount, Va., sells, transfers assigns and delivers unto 
the Peoples National Bank all of its assets of every descrip-
tion. Please state whether or not you were present in the 
various conferences between the officers of these respective 
banks, which lead up to the making of this contract. 
A. I wouldn't say that I was present at all of them.· I 
don't know whether I was or not. I am not sure that I was 
present at all of them. I was present at some of them, how-
ever. 
Q. Were you present at the conference or meeting in which 
this contract was agreed upon and signed~ 
A. I think I was, yes, I know I was at this one, that is 
when the final contract was signed. 
Q. Please state what were the amounts of the deposits, 
including. the deposits subject to check and the certificates 
of deposit which the Peoples National Bank under this con-
tract assumed and bound themselves to pay for the First 
National Bank of R,ocky Mount, V a. 
page 49 t A. This is a copy taken from the books. It gives 
in detail the different deposits: Savings deposits 
$22,462.16, checking deposit $88,936.01, certificates of deposit 
$719,572.11, cashier's checks outstanding $1,348.02. They 
have here bills payable $20,000.00, bills rediscounted $34,-
392.00. 
Q. I will ask you to file the statement from which you read 
the items above stated by you and make it a part of your 
answer, and file the same, marked Exhibit "2''. 
A. The statement is filed, marked Exhibit "2". 
Q. The answer and petition of N. Morris filed in this caltse 
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states among other things that the Peoples National Bank 
in purchasing the assets of the F'irst National Bank of Rocky 
Mount, V a., was not an innocent purchaser without notice 
of any defects in the assets which were purchased. Please 
state whether or not in this particular case that the Peoples 
National Bank had any notice when purchasing the daims 
which were received by it from the First National Bank and 
pr·oved in this cause, had any notice whatsoever of any equi-
ties or claims of N. Morris under which he claims to have paid 
in advance the rent on the Farmers Mercantile building, or 
the part thereof which he was occupying as a store, to W. R.' 
Davis, the President of the F 1armers Mercantile Company, 
and cashier of the First National Bank. 
A. I will answer none. 
Q. So far, therefore, as you may know, as an officer of 
the Peoples National Bank, and as one of those engaged in· 
bringing about the contract which transferred the as-sets of 
the First National Bank to the Peoples National Bank, you 
heard of no claims of N. Morris previous to the date of the 
contract which is filed above, marked Exhibit "l", you never 
had heard of that claim up to that time. 
A. No. 
CROSS EXAMINATION. 
By H. D. Dillard: 
Q. Mr. Davis, prior to the making of this contract you 
acted as one of a committee to examine the notes and other 
assets of the First National Bank to determine as far as you 
could with the information before you just what claims would 
··be made against the Peoples National Bl:).nk upon the assump-
tion by the Peoples National Bank of the liabilL-
. page 50 ~ ties of the First National Bank, did you not~ 
A. Yes, sir, I did. 
Q.. As a member of that committee you discovered that the 
First National Bank, so far as its assets were concerned, 
· was in a very questionable condition, did you not 1 
A. I did. 
Q. You found that many notes were bad, that claims were 
·being made by the makers of the notes that they did not owe 
the notes, and that many other defenses were being put up 
to the claims of the First National Bank against them, did 
you not? 
A. Prior to this contract7 
Q. Yes. 
A. No, srr, non~. 
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Q. I am not speaking now particularly of the Morris claim, 
but as a general thing, did you not discover as a member of 
that committee that many defenses would in all probability 
be set up by the makers of the notes, and by the persons liable 
on the assets of the First National Bank 7 
Objection by J. P. Lee, Counsel for Peoples National Bank; 
This question and any any answer thereto is objected to by 
counsel for the Peoples National Bank so far as the same 
may refer to any other claims than those involved in this 
suit, and further as to any claim made other than that now 
in litigation, to-wit, the N. Morris claim in regard to his pay-
ing rent in advance, and his alleged rights resulting there-
from. 
A. Well, in getting up the dope on these notes, we did not 
go into the fact at all that there would be any claims to pay 
against the notes. That was never discussed at all, nor 
wasn't considered. 
Q. But, Mr. Davis, during the period of the examination 
of these notes, you did hear of and discover that many claims 
were being made by parties who had signed those notes, did 
you not? 
Same objection by J. P. Lee, Counsel for the Peoples Na-
tional Bank, as to the preceding question and answer. 
page 51 ~ A. I did not. 
Q. Mr. Davis, what did you pay the First Na-
tional Bank for the assets of the First National Bank¥ 
A. It is in the contract, I think. If I remember the con-
tract, it was $5.00 and".other valuable consideration. 
Q. What was the value of your stock prior to the taking 
over of the First National Bank of Rocky MounU 
A. You mean the Peoples National Bank stock¥ 
Q. Yes, sir. 
This question and any ansttpered thereto objected to by 0. 
C. Lee, counsel for the Trustee, as irrele;vant. 
A. I would have to examine the books to ascertain. 
Q. Was not the stock of the Peoples National Bank by the 
fact that it took over the First. National Bank practically 
doubled in value? 
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A. Well, I wouldn't say that it was. 
· Q. You can say that it was approximately doubled in value~ 
can you not¥ 
A. I cannot. 
Q. How near approaching the double in value would you 
say that the stock became by reason of the taking over of the 
First National Bank of Rocky Mount¥ 
A. Well, I don't know. ·That is a matter of speculation. I 
wouldn't know hardly how to arrive at it. 
Q. It is a matter of speculation, but you know the value of 
your stock before yon took it over and you have sold some 
of the stock in the new bank, so you ought to be able· to .give 
· me a very reasonable estimate of the comparative values be-
fore taking over the First National Bank and since taking 
it over. 
A. Speaking in an off-handed and general way, there is a 
very little difference in the value of the stock of the Peoples 
National Bank's sale value prior to taking it over and the 
present value. . · 
page 52 ~ Q. What did your stock sell for before taking 
over the First National f 
A. I think it was around $200.00 per share, I think some 
sold for about $200.00. · 
Q. That is high value, is it not? 
A. There is very little of our stock changed hands, but I 
think there was some sold off around that some time before, 
I don't r~member just how long. 
Q . .Can you buy any of the stock nqw for $200.00¥ 
A. 8ome recently sold this week, last week in other words, 
for just a little more than $200.00. 
Q. Do you remember how much more? 
A. 5 shares sold for $1,025.00, $20{>.00 a share. 
Q. Prior to the taking over of the ·assets of the First N a-
tiona!. Bank, what dividends did you pay? 
A. We paid·12.%, paid 7% and 5%. . 
Q. 8ince taking over the assets of the First National Bank, 
on account of a larger volume of money to handle, etc., what 
dividends are you paying? · 
A. Last year we paid 14% .. 
The ~:tbove questions and answers relative to the value of 
the Peoples National Bank stock objected to by C. tO. Lee, 
on the grounds that it is irrelevant and immaterial. 
Q. What, Mr. Davis, did this $100,000.00 bond cover? 
A. The books of the First National Bank at the close of 
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business on June 2nd, 1926, showed capital and surplus of 
$140,000.00, it showed loans and discounts $981,350.44, stocks 
and bonds of $11,000~00. · We did not know whether the $140,-
000.00 listed as capital and surplus would be sufficient to 
take care of the losses that might occur in the items of loans 
and discounts and stocks and bonds. This bond was taken 
to protect the Peoples National Bank of Rocky Mount, Va., 
against any loss or losses that might occur beyond the capi-
tal and surplus. 
Q. Exactly so, it was taken to cover any notes that you, 
failed to collect by reason of defenses set up by the makers 
of the notes, or by just claims against the First 
page 53 ~ National Bank, was it not, you took that bond to 
· take over just such claims as I am making here, 
isn't that true~ 
A. I don't know, so far as his claim, possibly I am not fa-
miliar with just the claim he is setting up, it was made to 
protect the Peoples National Bank against any legitimate 
claims. that could be made against the Peoples National 
Bank. 
Q. You, as a business man and a banker for years, by the 
exercise of reasonable common sense, knew that in that great 
mass of notes, about 90D,OOO, that in all probability many de-
fenses would be made that you did not make any inquiry 
about, didn't you 1 
A. Well, we didn't know. We took this bond to protect us 
. against anything that should arise, whether it was this or 
anything else that would legitimately come before us, or come 
up to us for payment. 
A. Now, Mr. Davis, coming to the N. Morris claim, when 
did you first hear of this claim~ · 
A. It was, if I remember correctly, it .was in the fall pos-
sibly of 1926, or about the time that the property was sold. 
Q. Was it not before the property was sold~ 
A. I wouldn't say that it was. The fact is I was not in 
the bank during the months of July, August and September, 
1926. I was sick. If I ever heard it mentioned from the 
time we took over the assets .of the First National Bank un-
til June 28th, 1926, the day I was taken sick, I don't remem-
ber it. I can't recall it. 
Q. How much did the F'armers Mercantile Oompany owe 
the First National Bank in round dollars~ 
A .. I couldn't tell you off-handed. I couldn't tell you with-
out first looking at the records and seeing. 
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It is agreed by counsel that the indebtedness is shown by 
the account which has already been taken in this case. 
.i 
page 54 Q. The deed of trust and the accounts taken in 
this case will speak for themselves. Y ()U do 
know, though, Mr. Davis, that you took over from the First 
National Bank notes directly made by the Farmers M.~rcan­
tile Company, and other notes held by the First National 
Bank made by other parties, which were secured under the 
deed of trust under which the property of the Farmers Mer-
cantile Company was sold, you know that, don't you? 
A. I do, yes. . 
Q. You do know that the Pe.oples National Bank ordered a 
sale of the property which Mr. N. Morris had paid the rent 
for for a year in aavance, did you not? 
A. I do, at ]east I suppose the Peoples National Bank or-
dered it. 
Q. The Peoples National Bank did request a sale of that 
property? · 
A .. It happened while I was sick, because I was in bed at 
the time it happened. 
Q. How much cash was turned over to by you the First 
National Bank when you took it over? 
A. You mean cash money? 
Currency in Bags 
Currency in Drawers loose 
Gold 
Mutilated Currency 
Silver in Bags 
Nickels in bags 
Pennies in bags 










Q. You have stated that you took over all the notes of the 
First National Bank. Does it not naturally follow, Mr. Da-
vis, that if you got the cash and got the notes, that if the 
money of N. Morris was applied to the payment of the debts 
of the Farmers Mercantile Company, the First N ationail 
Bank receiving the money, or to any other debt owed the 
First National Bank, that your concern by reason of the pay-
ment of that money by N. Morris, was benefitted to that ex-. 
tent. 
This question and any answer thereto is objected to by 
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counsel for the Peoples National Bank as being irrelevant, 
and also because the question calls for a matter of opinion 
and not as to any fact within the knowledge of the witness. 
page 55 } A. Of course if that money had been applied to 
the assets of the First National Bank, it would 
naturally have reduced the amount by whatever amount was 
paid. 
RE-EXAMINATION IN CHIEF. 
By J~ P. Lee: 
Q. Mr. Davis, you have been asked if you were not on the 
committee that examined the, notes, stocks, bonds, etc., of the 
First National Bank, which went to make up its assets. State 
whether or not the Peoples National Bank did not require 
the $100,000.00 bond principally to cover any insolvency in 
those notes, etc. 
This question and any answer thereto objected to by H. D. 
Dillard, as the witness has definitely stated why that bond 
was taken, and this is an attempt to lead him away from that 
statement. 
A. We did. 
Q. While this bond, of course, will cover any shortage which 
there may be in collecting any of the assets of the First N a-
tiona! Bank, state whether or not it was ever contemplated 
that the Peoples National Bank would ever be called upon 
to pay any debt which might be owing by the First National 
Bank to N. Morris, not shown on the books of the First Na-
tional Bank~ 
This question objected to by H. D. Dillard, as it is ab-
solutely a matter of law as to whether the Bank is. liable 
for any claim made against the First National Bank, and it 
is not to be decided by what was the intention of the parties 
except as expressed by their written contract. 
A. No. 
RE-CROSS EXAMINATION. 
By H. D. Dillard: . 
Q. By your answers to the last two questions to Mr. Lee, 
you don't mean, Mr. Davis, to in any way alter or change your 
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statements made to me why this $100,000 bond was. taken, 
do you? 
· A. No, sir. 
And further this deponent ·sayeth not. 
C. J. DAVIS, 
By Stenog. 
page 56 ~ . N. P. ANGLE, 
a witness for the Peoples National Bank, being 
ifirst duly swoi'l;l, deposes and says : 
EXAMINATION IN OHIEF'. 
' 
By J.P .. Lee: . 
Q. Mr. Angle, what position did you .hold with the Peoples 
National Bank on the date of the contract between the Peo-
ples National Bank of Rocky Mount, V a., and the First N a-
tiona! Bank of Rocky Mount, Va., that is to say on the 2nd 
day of June, 19267 
A. President of the Peoples National Bank, called into a 
.conference of the directors of the First National Bank and 
the Chief National Bank Examiner and the Bank Examiner. 
Q. Please state how long previous to that had you been 
president of the Peoples National Bank? 
A. Since its organization, about 20 years. 
Q. Please state if you were present at the various con-
ferences which were held between the directors of the Peoples 
National Bank and the directors of the First National Bank, 
which led up to the contract of June 2nd, by which the Peo-
ples National Bank took over the assets and proceede~ to 
wind up the business of the First National Bank. 
A. I was present at the joint conference, two joint con· 
ferences leading up to that. 
Q • .State whether or not at the date of this contract on June 
2nd, 1926, any notice had been given or. in any way received 
by the Peoples National Bank of the claim which is being as-
serted in tP,ese ·proceedings by N. Morris on account of his 
having paid W. R. Davis rent in advance on the Farmers 
Mercantile building in Rocky Mount T 
A. Well, there was no such claim 'shown in the assets of 
the bank, there was no such claim shown at all in the assets 
of the bank, there was no claim of N. Morris in connection 
with the Farmers Mercantile, never discussed, nothing said 
about it. 
Peoples Natl. Bank of Rocky Mount v. N. Morris. 69 
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you are concerned, that you nev.er had heard of 
any such claim as is now being asserted by N. Morris 1 
A. No, nothing at all. . 
Q. I further understand from you then that when you pur-
chased the assets of the First National Bank, you had no 
notice nor anything to put you on guard as to the claim which 
is now being asserted by N. Morris 1 
A. None whatever. 
CROS'S EXAMINATION. 
~y H. D. Dillard: 
Q. Mr. Angle, you are president of that bank, and have 
been since its organization a director of the Peoples National 
Bank, and you have strictly looked after the affairs of that 
bank, have you not 1 
A. I have in a general way. 
Q. In other words, so far as your board of directors are 
concerned, your word practically goes on account of their 
faith in your business judgment and ability, does it noU 
A. I will Sl';l,Y to that that we don't have any friction. 
Q. That is not an answer to my question. 
A. I try to make only recommendations that are business 
like, and so far as the ones I have made have been accepted, 
but I never recommend anything that is improper in my 
judgment. 
Q. I know you would not do that, and that is why I say 
they have absolute faith in your judgment and abili-ty, Mr. 
Angle. You likewise hold considerable stock in the First 
National Bank, did you not, and during your interviews and 
)conferences with the officers of the First National Bank, along-
with the officials of the Peoples National Bank, you dis- · 
covered that the First National Bank was in a very question-
able condition 1 
A. It was brought to my attention by the Chief Examiner 
of the Government and .the Bank Examiner in a conference 
· with the directors of the First National Bank. 
page 58 ~ Q. Was it not considered by the Board of Di-
rectors of the First National Bank and by your-
self, and by the National Bank Examiner that we did not 
know and could not tell just to what extent the assets of the 
First National Bank were in bad condition, and.just what de-
fenses would be mad.e. to the notes or other assets of the First 
National Bank by those against whom a claim might be made, 
either by the First NationaL Bank or the Peoples National 
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Bank, after taking over the assets of the First National 
Bank? 
A. Well, the question of claims was not entered into, we 
did not assume any claims except as specified in the con-
tract. 
Q. Read my question to him again, that is not an an-
swer. 
A. We did not discuss the claims or assume any claims 
that might come against the bank except specified. 
Q. Did we not think that there were many claims that would 
be made which had not appeared upon the surface at that 
ti~? . , 
A. No reference whatever was made to any claims that 
might be brought against the First National Bank. 
Q. Mr. Angle, I am not speaking of any definite claim now, 
but won't it the concensus of opinion of all present that the 
bank was in a deplorable condition, tha.t we did not know 
what notes were good or what notes were bad, or whether 
people had defenses to them or didn't have defenses to them, 
won't that true? 
A. No reference whatever was made in connection with 
any claims that might be brought against the First National 
Bank, and none assumed by the Peoples National Bank ex-
cept noted in the contract. · 
Q. Well, my question can be answered by yes or not. Was 
it not the concensus of the opinion of the directors and of 
yourself, and of the bank examiner that the assets of the 
First National Bank were in a most questionable condition? 
A. The only assets and only liability of loss was consid-
ered only in the notes, and assets of the bank as shown on a 
statement prepared when the bank was· taken over in the 
contract. There was no consideration of anything else at 
all. We made it a particular point that we did not consider 
anything else. 
page 59 ~ Q. I don't see the exact language of the con-
tract. My recollection is you assume the liabili-
ties of the First National Bank appearing upon the books 
of the bank, that is correct, isn't it? 
A. You have the contract. We did not assume anything 
that would come up at all except what was shown. 
Q. Mr. Angle, I am not trying to change your contract. I 
am trying to affect you with notice of the various claims held 
'by parties against the First National Bank, and I am asking 
you as a business man, and with reasonable judgment, if you 
. didn't know, and all of us didn't know that 'any sort of claim 
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was liable to appear against many of the notes held in that 
bank? 
A. Of course the bond was taken to secure the collection of 
any shortage in liquidating the assets of the bank as shown 
among its assets, I suppose. . 
Q. That, I consider an answer to my question. Of course, 
Mr. Angle, your bank, along with the beneficiaries under the 
deed of trust securing what the Farmers Mercantile Com-
pany owed, directed the trustee to sell this building down here 
that belonged to the Farmers Mercantile Company, that's 
true, isn't it~ 
A. You mean under the trusteeship~ Yes, I presume so. 
Q. Did not N. Morris, before that property was ordered to 
be sold, or just as soon as the First National Bank assigned 
its assets to the Peoples ~ ational Bank, come to you as. 
President of the Peoples National Bank and tell you that Mr. 
Davis had collected the rent in advance for one year from 
him, and that he wanted tQ.. know what was going to be done 
when the property was sold, and did you not on that occa-
sion tell him that if you bought it that he would have to pay 
rent~ 
A. I told him that the property would be sold under the 
deed of trust, and it would be with the purchaser buying the 
property as to what disposition would be made of it. 
Q. You admit then that you had notice of this transaction 
before the sale was ordered, or any sale of the property was 
made? 
A. It was common talk. Mr. Morris probably mentioned 
it to me that he had paid rent in advance, but Mr. Morris 
made no c.Jaim, or nobody any claim against the action in 
closing the property out under the deed of trust. 
page 60 ~ Q. With that knowledge as president of the 
Peoples National Bank you ordered the sale of the 
pro~~~ . 
A. I ordered the sale under the provisions of the deed of 
trust, only just to be sold under the deed of trust, no strings 
· to it whatever. 
And further this deponent sayeth not. 
N. P. ANGLE. 
By Stenog. 
R. A. PRILLAMAN, 
a witness for the Peoples National Bank, being first duly 
sworn, testifies as follows-: 
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EXAMINATION IN CHIEF. 
By J.P .. Lee: 
Q. Mr. Prillman, at the date of the contract which has been 
rfiled in this case between the First National Bank and the 
1Peoples National Bank of Rocky Mount, dated June 2nd1 
1926, state what position you then held with the First N a-
tional Bank~ and how long previous to that date you held 
the position. 
A. I was vice president since Oct., 1924, some time in 
Oct. 
Q. At the date of the said contract, to-wit; June 2nd, 19261 
·state whether or not at that time, and sOin.e time previous 
thereto, you had been in conference with the directors of the 
.Peoples National Bank and with the Chief National Bank 
Examiner, and the Bank Examiner in reference to making 
the arrangements which were made under this contract. 
A. As far as I know, I was present at all meetings of the 
:Board of Directors and all conferences which the directors 
of the First National Bank had. 
Q. Please state whether before or on the date that this 
contract of June 2nd, 1926, was executed, you had any no-
tice of the cliam · which is being asserted in this case by 
N. Morris on account of his having paid toW. R Davis, Presi-
dent of the Farmers Mercantile Company rent in advance for 
one year. 
A. None, absolutely. Itwas at least three or four days after 
the consolidation before I heard of it. 
·Q. State whether or not, so far as your knowledge goes, 
1tny information :regarding this claim was given to the Peo-
ples National Bank in reference to the claim of .N. Morris. 
A. None that I know of. 
page 61 ~ ·Q. State if there was anything on the books of 
the First N a.tional Bank which brought to the 
knowledge of the Peoples National Bank the said! claim 
which is being asserted by N. Morris. 
This querdion and any answer thereto objected to by H. D.· 
Dillard, as the. books are the best evidence. 
A. There was none. 
Q. State whether or not in the performance of your duties 
as Vice President and as an active officer of the First N a-
tional Bank, on or before the 2nd day of June, 1926, and from 
your exam.mation of the books of the First National Bank 
since that time, you are familiar with the books and con-
tents thereof. 
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A. I think I was pretty well familiar· with the books, par-
ticularly with the notes and other assets. 
CROSS E·XAMINATION. 
By H. D. Dillard: 
Q. Mr. Prillaman you are so familiar with the books of the 
First National Bank. What became of the money collected 
by W. R. Davis from N. Morris 1 
A. There was nothing ever shown of any such collection, · 
no knowledge of any such collection by the Bank. 
Q. 'Do not the books of the First National Bank show that 
that money was deposited to the credit of the Farmers Mer-
cantile Company' 
A. No, sir, I do not know it. 
Q. Then you are not so familiar with the books, are you? 
A. I still think I am pretty familiar with the books. 
Q. You don't deny that the books of the First National 
Bank show that that money was deposited to the credit qf the 
\Farmers Mercantile Company, do you? 
A. No, sir; I do not. 
Q. Mr. Prillaman, you, along with me, daily, nightly, sweat 
blood together, did we not, and Mr. Prillaman, as the ho11rs 
and days went by as to various notes in that bank, our eyes · 
were opened and reopened, were they not' 
A. Mr. Dillard, we .had found out, as you well know, in 
October, 1924, that we had some bad notes, but not until. after 
the consolidation did we dream that they were 
page 62 ~ in as bad condition as they are. 
Qt But we reached the point that we threw up 
our hands and said that if this thing is followed to the end, 
there is not telling what :might develop, didn't we' 
A. Yes. 
Q. And Mr. Angle was· present when all of those things 
were discussed, was he not~ 
A. No, he was not present at a great many of our meetings, 
Mr. Dillard, he was not present at any meeting until Satur-
day afternoon, as well as I recall. 
Q. In the City of Roanoke, did we not, in that joint con-
ference, all feel that there was no telling what would be de-
velop~:id, and didn't they demand $100,000 bond to cover such 
. things as did develop, isn't that true~ 
. A. The bond was asked for as a precautionary, and you 
and I and the other directors never dreamed that we would 
ever have a cent of it to pay. 
Q. That is true, but we felt that the $140,000.00 in cash 
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there would probably protect us, did we not, but we did not 
know and didn't undertake to find out just how far the various 
defects in the assets would reach, did we~ . 
A. I shall have to answer that by saying that we went over 
the paper at least three times during the three or four days 
previous to consolidation, and admit that the more we worked 
on it, the worse it looked, but the most pessimistic of us be-
lieved that our stock would still be worth something. Q. That was a dying man, Mr. Prillaman; grabbing· at a 
straw, was it not? 
A: I would say I am as pessimistic as they make them, and 
I wouldn't have thrown my stock away. 
And further this deponent sayeth not. 
R. A. PRILLAMAN, 
By Stenog. 
Exhibit "I" called for in the deposition. of C. J. Davis 
above has previously been filed as an exhibit, Iil~rked X, with 
the Answer and Demurrer of the Peoples National Bank. 
page 63 ~ Exhibit "2", filed with deposition of C. J. Da-
vis above: 
June .2nd, 1926. 
Resources. 
Loans and Discounts 
Banking House and vault 
Furniture and Fixtures 




Interest paid on Certificates 
Interest paid on Bills Rediscounted 
!5% Funds 
Hanover National Bank, New York 
National Exchange Bank, Roanoke, Va. 
Federal Reserve Bank 
Cash in Vault 
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page 64 }- Depositions taken on January 21st, 1928, to be 
read as evidence in behalf of N. Morris. 
W. R. DAVIS, 
a witness of lawful age, after being first duly sworn, de-
. poses and says, as follows: 
DIRECT EXAMINATION. 
By H. D. Dillard, Attorney: 
Q. Please state your age, your residence and your occu-
pation. 
A. My age is 39; my residence is Petersburg, Virginia; my 
occupation is f:lalesman of the Atlantic O'oast Realty .Com-
pany. 
Q. Prior to your present occupation, what position did you 
hold~ 
A. Cashier of the First National Bank of Rocky Mount, 
Virginia. · 
Q,. How long did you hold that position 1 
A. About ten years. 
Q. Did you hold. that position up to the date of the con-
. solidation of the First National Bank with the Peoples Na-
tional Bank of Rocky Mount~ 
A. I did. 
Q. Mr. Davis, where was the Farmers Mercantile Com-
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pany, InCQrporated, located~ in .so far as its principal. office 
was concerned? · 
A. Rocky Mount, Va. 
Q. Who was President of that concern? 
A. I was president. . . 
Q. Please state who had charge of the funds, both the col-
lection and disbursement, of that company? . 
A. I collected some of the funds and J. R. Foster col-
lected some. Mr. Foster was Secretary of the company. 
Q. You had authority to collect these funds and also to 
draw checks and pay out these funds, did you not? 
A. Yes. 
Q. Where was the bank account of that company kepU · 
A. With the First National Bank of Rocky Mount. 
Q. Was that concern indebted to the First Na-
page 65 ~ tional Bank of Rocky Mount? · 
A. Yes. 
Q. Do you remember about the amounU 
A. I think it was. about $14,000.00. 
Q. Was that sum secured in any way Y 
A. Part of it Wa$. 
Q. In what mannerf 
A. Deed of Trust . 
. . Q. On what propertyf 
A. On their building in Rocky Mount. 
Q. Is that the same building that was sold under the deed · 
of trust and purchased by N. P. Angle? 
A. Yes. 
Q. ·If the property mentioned was leased, who was the les: 
.see of that building? 
A. N. Morris. 
Q. -Do you recall the amount of rent he was to pay that 
month? 
A. I think it was $175.00. The lease will show. 
Q. During the year from July 1, 1926, to July 1, 1927, state 
whether or not N. Morris paid his rent in full in advance? . 
A. Yes. 
Q. Do you remember whether that rent was paid in ad-
vance or noU 
A. Yes. . 
, Q. At the time he paid it in advance, what was your agree-
ment with him as to holding the property untii the time ex-
pired for which he had paid? 
A. He was to have the use of the building as long as he 
.paid the rent f 
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Q. In how many payments was this advanced rent paid; 
one, two or three' 
A. I think it was two. 
Q. Do you recall the month in which the first payment 
was made? 
A.April. 8 Q. What year? 
A. 1926. 
Q. That was for rent from July 1, 1926, to July 1, 19277 
A. 1res. · 
page 66 ~ Q. That, along with the money later collected 
paid his rent in advance for the year from July 
1, 1926, to July 1, 1927? · 
A. 1res. 
Q. When you collected the first payment by Morris of this 
rent in advance, what did you do with the money? 
A. I credited the Farmer's Mercantile Company's ac-
count. 
Q. State whether or not at that time the First N'ational-
Bank had advanced money to meet the obligations of the 
Farmers Mercantile Company? · · 
A. 1res. 
Q. State whether or not this money collected was paid to 
the bank to meet such money as it had paid out for the Farm-
ers Mercantile Company? 
A. 1res. 
Q. Then the First National Bank received this money on 
debts due it by the Farmers Mer-cantile Company? 
A. 1res. 
Q. Did you collect this money and charge up these various 
items to the Farmers Mercantile Company for the bank? 
A. 1res.· 
Q. No one acting in this matter except you 7 
A. 1[ es; that is correct. 
Q. On the day that the bank closed, or the day before, what 
money did you collect from N. Morris as advancement on his 
renU 
A. He gave. me a note for $900.00. 
Q. State whether or not you got Mr. Powell to cash that 
note -and that money was deposited to the credited of the 
·Farmers Mercantile Company? 
A. 1res. 
Q. That was the day before the bank consolidated? 
A. 1res. 
Q. State whether or not, Mr:Davis, at that time the Farm-
ers Mercantile Company was indebted to the First National 
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· Sank for money advanced by said bank to the creditors of 
the Farmers Mercantile Company~ 
A. Yes. 
page 67 ~ Q. Was this $900.00 then turned over to the bank 
by you in payment of such sums as advanced for 
the Farmers Mercantile Company~ 4!1 
A. Yes. 
Q. When the cash money was delivered to the Peoples N a-
tional Bank on the day following, state whether or not the 
money paid by N. Morris in the manner described, was turned 
over in kind to the Peoples National Bank~ 
A .. Yes. 
Q. In all these transactions, Mr. Davis, you were acting 
both as comptroller · of the funds and as president of the 
Farmers Mercantile Company and as cashier of the First 
National Bank of Rocky Mount, were you~ 
A. Yes. 
CROSS' EXAMINATION. 
By J.P. Lee, Attorney: 
Q. You stated that you were the president of the Farmers 
Mercantile Company. That was a corporation, was it noU 
A. Yes. 
Q. When you collected this rent in advance from N. Mor~ 
ris you were acting and making that collection as president 
of the Farmers Mercantile Company, were you not? 
A. Yes. 
Q. I show you a statement of the account of the Farmers 
Mercantile Company, Incorporated, with the First National 
Bank of Rocky Mount, Virginia, which I will mark as "Ex-
hibit 11'' and file with this question. Please look at- this state-
ment and say whether or not this is the proper statement of 
the account of. that concern~ 
A. I think so; it looks like it, Judge. 
Q. I show you deposit April 30th, $1,150.00. State whether 
or not this is one of the c.ollections which you have just men-
tioned in your examination in chief as having b.een made from 
~N. Morris on his renU 
A. Yes. 
Q. ls that the first collection that you were just 
page 68 ~ speaking of~ · 
A. Yes. 
Q. I understand from your statement that this item of $1,-
150.00, included rent that would pay N. Morris up in his rent 
.to the first of January, 1927. Is that correct¥ 
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A. I think so. It may be that some other little item may 
have been added to it. 
A. My recollection of the lease to N. Morris is that the 
rent was $155.00 a month. Do you recollect as to whether 
that is the correct amount ·of the renU Wasn't it $1,865.00 
a year¥ . 
A. I do not recall whether it was $155.00 or $160.00 ·or 
1$175.00, but I· do remember in the beginning the Company 
paid· electric light bills, and in the second instant N. Morris 
paid it. 
Q. A part of this $1,150.00 that N. Morris paid on the 30th 
of April, 1926, was for rent accruing before the first of July, 
1926, wa.s it not Y 
A. Some of it may have been. _ 
Q. What discount did you allow N. Morris for the pay-
ment of the six months in advance from the first of July, . 
1926, to the first day of January, 1927 Y 
A. I do not remember the amount, but the contract will 
show the amount he was to pay, and the bank statement will 
show the amount I collected. 
Q. You did, in collecting the first six months rent in ad-
vance, allow ~. Morris a discount for payment in advance, 
. did you not¥ ·· 
A. Yes. 
Q. you do not remember how much discount you allowed 
himY · 
A. No.· 
Q. Was it as much as six per cent interest? 
A. I think it was a little more than six per cent interest. 
Q. I will call your attention to a deposit entered in· the 
statement marked "Exhibit 11", which 1 have just filed, show-
ing a deposit June 2nd, $846.50. Is not this the amount 
realized, or the present value of the amount that you col-
lected from N. Morris for the balance of the rent Y 
A. Yes. 
page · 69 } Q. All of. these collections for rent, as I under-
stand from you, were placed to the credit of the 
Farmers Mercantile Company! 
A. Yes. 
Q. Mr. N.· Morris, when he made these payments in ad-
vance to you, did so for your accomodation, did he not¥' ,.. 
A. Yes. 
Q. Did you not state to him at the time that these bills 
were owing by the Farmers Mercantile Company to the First 
National Bank for items which had been paid at the First 
National Bank for the Farm~rs Mercantile Company that 
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the money would be used for the purpose of paying those 
items? 
A. I do not remember the conversation with Mr. Morris 
along that line. . 
Q. You did tell him, however, that the money would be 
used to pay certain indebtedness, did you not Y 
A. I do not remember the conversation. 
Q. You stated in your examination in chief that N. Morris 
was lessee of the Farmers Mercantile. 'Company building in 
Rocky Mount. He was in fact only a lessee of a part of that 
building, was he not Y 
A. I do not think he had but one floor rented. The build-
ing was divided into two stores, and he rented the north 
side. 
Q. You stated in your exaininaiton in chief that the Farm-
ers Mercantile Company was indebted to the First National 
Bank for items paid by the bank f.or the Farmers Mercantile 
Company. How were those items carried in the bank Y Was 
it as over-checks or as cash items Y 
A. I do not recall exactly, but I do not think they were 
carried in the cash items. 
Q. The only other way it could have been carried then was 
in over-drafts, was it noU 
A. No, it was not carried as an over-draft. 
Q. How could it have been carried, then, if not in one of 
these forms 7 
A. I carried it myself. 
page 70 ~ Q. You deposited, then, these collections to the 
credit of the Farmers Mercantile Company and 
cliecked the same out to refund to yourself what you had paid 
for the Farmers Mercantile Company. Is that ·correct? 
A. These items, amounting to about the amount of the 
deposit,.. were interest items, etc., on monies that I had paid 
in the last few months. · 
Q. The statement which I have filed, marked "Exhibit 11" 
shows that the whole of the deposits of the Farmers Mercan-
tile Company were checked out, leaving 32c balance. These 
checks were all given for indebtedness of the Farmers Mer-
cantile Company, were they noU 
A. Yes. 
Q. To whom were these checks made· payable? Do you re-
member that? 
A. I do not. The checks will show for themselves. 
Q. Have you got the checks? 
A. No. 
Q. Have you ever .had them Y 
• > 
Peoples Natl. Bank of Rocky Mount v. N. Morris. 81 
A. No. 
Q. Do you know where they are Y 
A. No. 
Q.. As shown by the statement, which I have filed, marked 
"Exhibit 11", when the First National Bank closed business 
on the second of June, 1926; and turned all of its assets over 
to the Peoples National Bank of -Rocky· Mount, Virginia, 
there was nothing due to the Farmers Mercantile Company 
as a depositor in the First National Bank, except the _ 32c Y 
A. No. 
Q. That is correct, is it not Y 
A. Yes.· That is correct. There is nothing due except the 
~~ - l 
Q. That is what was shown by the books of the First Na-
tional Bank T 
A. Yes. _ 
Q. When you made this collection of rent in advance from 
N. Morris, you did not make any representations toN. Mor,. 
ris that were untrue for the purpose of inducing him to pay 
this rent in advance, did you Y 
page 71 ~ A. I most emphatically did not. The money I 
collected from N. Morris and placed to the credit 
of the Farmers .Mercantile ·Company was to take care of ob-
ligations the Farmers Mercantile Company owed, such as in-
terest, taxes and insurance which I took ·care of to keep the 
building from being sold probably six months before. 
RE-DIRECT EXAMINATION. 
By H. D. Dillard, Attorney: 
Q. You stated in your cross examination that these items 
of indebtedness of the Farmers Mercantile Company you 
carried yourself. State whether or not in carrying those 
items you were forced to borrow money from the First N a ... 
tional Bank to do iU 
A. Yes. 
Q. State whether or not when this money was paid to you 
by the Farmers Mercantile Company you immediately paid 
the indebtedness thus created b(lck to the First National 
Bank? · · 
A. AU the amount that I collected was turned over to the 
First National Bank. 
Q. And on indebtedness that you were due the Bank ere-
ated by the fact that you had paid these items owed by the 
Farmers Mercantile Company? · 
A. Yes. 
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Q. You stated that you made no untrue representations to 
N. Morris when you got this money from him. You did not, 
but you meant that the First National Bank would carry out 
in good faith its contract to allow him to hold the premises 
upon which the bank held a lien until the time expired for 
which he had paid rent in advance~ 
A. I expected to carry out the contract. 
RE-CROS'S EXAMINATION. 
By J. P. Lee, Attorney: 
Q. Did you make any statement to N. Morris that the credi-
tors secured in the prior deed of trust binding this property 
would not enforce the deed of trust until the first day of July, 
1927, the time to which he had paid up his rent in advance? 
A. I do not think so. 
page 72 ~ RE-RE-DIRECT EXAMINATION. 
By H. D. Dillard, Attorney: 
Q. It was your intention, was it not, Mr. Davis, on account 
of the fact that Mr. Morris had paid this rent in advance to 
see to it, as cashier of the First National·Bank, that Mr. 
Morris would hold the premises until the end of the year for 
which he had paid in advance~ 
A. Yes, sir. 
RE-R.E-CROSS EXAMINATION. 
By J. P. Lee, Attorney: 
· Q. Did you notify the Board of Directors, or the President 
of the Bank, of any such intention as this~ 
A. No. 
Q. Did you make a statement to N. Morris of any such 
intention as that? 
A. I do not recall the conversation. 
RE-R.E-R.E-DIR.EGT EXAMINATION. 
By H. D. Dillard, Attorney: 
Q. In other words, Mr. Davis, all this transaction was car-
ried on through you and you alone ; no other bank official 
taking a part in it~ 
A. Yes. 
"mXHIBIT 11" Filed with Deposition of W. R Davis. 
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FIRST NATIONAL BANK, ROCKY MOUNT, VA. 
1926 Name-·Farmers Mercantile Co., Inc. 






Date Deposits Date Balance. 
22.92 Mar 16 
12.92 Mar 25 
26.08 Apr 7 
8.38 Apr 14 
.38 Apr 30 
Apr 30 
16.29 May 6 
May 6 
7.86 May13 
1.32 Jun 2 
91.00 25.00 
55.00 40.00 7.70. 
10.00 
480.00 318.00 300.00 
16.09 20.00 
20.00 20.00 25.00 
18.43 
16.54 
166.00 261.50 420.00 
Mar 16 22.92 Mar Hi 2'2.92 0. D. 
Mar 16 10.00 Mar 16 12.92 0. D. 
Mar 25 155.00 Mar 25 26.08 
Apr 7 85.00 Apr 7 8.38 
Apr 14 2.00 Apr 14 .38 
Apr 30 1150.00 
Apr 30 Apr 30 16.29 
May 6 75.00 
May 6 May 6 7.86 
May 13 10.00 May 13 1.32 
Jun 2 846.50 Jun 2 .32 
Duplicate Sheet. 
page 73 ~ At a Circuit Court held for Franklin County at 
the Court House on. the day and year first above 
mentioned, to-wit, March 28th, 1928. 
J. P. Lee, Trustee of the Farmers Mercantile Co., Inc., 
vs. 
N. Morris, et als. 
In Ch'y. 
This day this cause came on again to be heard upon the 
papers formerly read, the report of B. A. Davis, Jr., special 
commissioner, with the exceptions thereto filed, the deposi-
tions of witnesses filed, the answer taken in the nature of a 
petition of N. Morris to the bill, filed by leave of court, the 
demurrer of the Peoples National Bank of· Rocky Mount, 
Virginia, to said answer and petition of N. Morris, the an'" 
swer of the said Peoples National Bank to said answer and 
petition of N. Morris, filed by leave of court, was set for hear-
ing upon the demurrer and joinder therein, and upon the 
exceptions to the· said report, the report of John P. Lee, trus-
tee, of his collections, disbursementsof the funds herein, and 
the balance in his hands for disbursement, and a statement 
of how the same should be disbursed in accordance with this 
decree, without exception thereto, and was argued by coun-
sel. 
·s4 Supreme Court of Appeals of Virginia. 
On consideration whereof the court: ·, 
First,. Doth adjudge, order and decree that the demurrer 
·Of the Peoples National Bank to the petition of N. Morris~ 
be, and the same is hereby overruled, and that Exception No. 
1 to said report as to the claim o.f preference of Foster 
Brothers over the other creditors: secured by the. deed of as-
signment and parties to this suit, be and the same is hereby 
·overruled, and the trustee is directed, out of the fund in his 
·hand to pay to Foster Brothers or to their attorney the sUIIi 
of $373.51. 
Second, Doth adjudge, order and decree that Exception 
No. 2 to the said report of B. A. Davis, Jr., special commis- · 
·sioner, said exception denying the right of W. R. Davis to 
in any way participate in the distribution of the fund in the 
hands of the trustee, for lack of evidence to support said 
elaim, allowed by the said special commissioner, be, and the 
same is hereby sustained, and the trustee is directed to pay 
nothing to said W. R. Davis upon the claims filed by him in 
this cau-se. 
page 7 4 ~ Thir.d. And further the court being of· the opin-
ion from the eVidence in this cause; that N. Mor-
ris was defrauded of the sum of $1~808.34! by W. R. Davis, 
rent paid by the said Morris for which he received no benefit; 
that said W. R. Davi·s, at the time of said fraudulent trans-
action was acti:t;tg as the agent of the -said First National 
Bank of Rocky Mount, Va., and for the benefit of said bank; 
that said bank ·received the benefit of said fund so fraudu-
lently obtained by the said W. R. Davis, and has ratified and 
confirmed the agency of the said W. R. Davis in said trans- . 
action by retaining the benefit resulting to the said bank; 
that said bank is chargeable _with such knowledge of the 
fraud upon N. Morris as W. R. Davis, possessed; that the 
Peoples National Bank of Rocky Mount, Va., transferee of 
the assets of the First National Bank of Rocky Mount, Va., 
.also had notice of said fraud upon N. Morris by said W. R. 
Davis; that said Peoples National Bank of Rocky .Mount, 
Virginia, by reason of the facts disclosed by the evidence in 
· this cause, occupies no higher ground than the First National 
Bank of Rocky Mount, but stands, as to the claim of N. Mor-
ris, in like position, and is liable to said N-. Morris for the sum 
above mentioned; 
Doth adjudge, order and decree that the trustee, out of 
the fund in his hands, pay toN. Morris, or his attorney, such 
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sum as should have been paid to the Peoples National Bank 
out of the fund in hand, had the exception No. 3 to the Com-
missioner's report been overruled, said sum being ascertained 
to be $1,641.97; also the sum of $213.38, the share of N. 
Morris in the fund in the hand of the trustee. 
And further, it appearing to the court that after the pay-
ment of the sums by the trustee above referred to to N. Mor-
ris, there is still a. balance due N. Morris for which Peoples 
National Bank of Rocky Mount, Va., is liable, the court doth 
.adjudge, order and de~ree that the said N. Morris recover of 
the said Peoples National .Bank of Rocky Mount, Virginia, 
the sum of $1,808.34, with interest thereon from the 1st day 
of July, 1927, until paid; subject, however, to the following 
credits, to-wit: $213.38 as of this date, and $1,641.97 when 
such sum is paid by said trustee, for which said balance said 
N. Morris may have forthwith the execution of this court. 
page 75 ~ And the court doth further adjudge, order a:rid 
. decree that the said report of John P. Lee, trus-
tee, for the Farmers Mercantile Co. be, and the -same is here~ 
by confirmed, and he is directed to pay the various creditors 
mentioned in his said report (with the exception of the said 
sum of $1,641.97, which has been above ordered to be paid to 
the said N. Morris) to the various creditors· shown in his said 
report, and to pay the said costs not already paid, out of the 
fund-s as shown by his said report to be in his hands, the 
amount to be paid each being shown by his said report. · 
And the Peoples National Bank of Rocky Mount, Virginia, 
signifying its intention of appealing fro:m this decree to the 
Supreme Court of Appeals of Virginia, so far as the same 
directs the said trustee to pay toN. Morris its pro rata share 
of the funds in his hands, the same being $1,641.97, and the 
judgment against it in favor of the said N. Morris, and in so 
far as the said decree affects the said Peoples National Bank 
in favor of the said N. Morris, the same is suspended for the 
period of ninety days upon the execution by the said Peoples 
;National Bank of Rocky Mount, Va., or by some one for it, 
.of a proper 'bond in the penalty of Two Hundred and fifty 
dollars, conditioned as the law directs. 
page 76 ~ REPORT OF JOHN P. LEE, TRUSTEE. 
John P. Lee, Trustee for Farmers Mercantile Company, 
Inc., 
v. 





















Supreme Court of Appeal~ of Virginia. 
' Collections. 
Sold store house and lot to B. L. Perdue ............... . 
Sold personal property to N. P. Angle ................. . 
Collected from Rocky Mount Drug Store rent due to 
July lOth .............. · ........................... . 
Collected from Hairston Brown rent due .............. . 
On rooms .............................. ·· .. ·.···.··· 
Disbursements. 
Paid J. N. Montgomery, Jr., deed of trust lien on frame 
storehouse ....................................... . 
Paid on taxes on frame building (State) ............... . 
Paid balance on State taxes for 1925 on frame building .. . 
Paid town taxes on frame building 1925 ............... . 
Paid tax on brick store building ..................... .. 
Paid trustee's proportion taxes on frame building 1926 .. . 
Paid trustee's share State taxes 1926 .................. . 
Deposit with Clerk, this suit ......................... . 
Paid Pauline Cribb, depositions ...................... . 
Paid T. W. Carper, Clerk, recording deed of assignment .. 
Paid J.P. Lee, preparing deed of assignment ........... . 
Paid J.P. Hodges, Sheriff. ........................... · 
Paid Hand bills .................................... . 
Paid Sgt. City of Petersburg .............. : .......... . 
Paid Sheriff of Princess Anne County ................. . 
Paid stamps and registration fees noticing creditors ..... . 
Paid John P. Lee, commissions ....................... . 
Paid Pauline Cribb for depositions ............... , ..... ' 
Paid B. A. Davis, Jr., Com'r taking account ....... -.... . 
Paid B. A. Davis, Jr., Trustee for Foster Bros. Co ...... . 
Paid J. N. Montgomery & Co. costs .................. . 
~aid Rocky Mount Ice and Coal Co. costs ............•. 
Paid C. C. Lee, Attorney for trustee ....... , .......... . 
Total·costs and preferred debts............. $2,965.41 
Pro rata share of debts proved in name :Peo. 
Nat. Bank of Rocky Mount, assignee of 
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Pro rate share N. Morris ................. . 
" " " First Nat. Bank of Ferrum ••. 
11 
" " Franklin Land & In. Co . .... . 
" It tl II 
" " " Nat. Motor Co ............. . 
'' 
11 
" Main St. Motor Co ......... . 
" " " Light & Power Co . ......... . 
" " " Bald Knob Fur. Co ... ...... . 
" " " W. C. Smithers ..... ........ . 
" " " C. F. Hudson ......... ~ .... . 
" " · " Rocky Mount Drug Store ... . 
Pro rate share I. G. Lee.... . . . . . . . . . . . . . . . $ 
" " " Dillon & Poindexter ........ . 
" " " J. N. Montgomery & Co ..... · 
• " 
11 
" Rocky Mount Ice & Coal Co .. 

















Total............................. $5,219 . .11 
JOHN P: LE·E, Trustee. 
Suspending bond executed with approved surety. 
.;.·· 
I hereby certify that notice to opposing counsel has been 
given as required by Section 6339 Code 1919. 
T. W. CARPER, Clerk. 
Va.: ,. 
In the Clerk's Office of Franklin Circuit Court. 
I; T. W. Carper Clerk do certify that the foregoing is a 
true copy of the record of the suit of Jno P. Lee, Trustee, 
against N. Morris and others~ 
Teste: 
T. W. OARPER, Clerk. 
A Copy-Teste: 
H. STEWART .JONE·S, C. C. 
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